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Lacy wrought iron 
frames the view of fa- 
mous St. Louis Cathe- 
dral on Chartres, oppo- 
site Jackson Square, as 
seen from the balcony 
of one of the twin Pon- 
talba apartment build- 
ings, the first apart- 
ments in the new world. 


Bennette Moor 


Jlew Orlean 


Invites You in 1942 


Fabulous New Orleans’. . . the city of fantastic legends 
. of unreal realities... New Orleans, the colorful, the 


gay, the romantic city of old-world charm nestled deep in 
the Old South ... the South that has grown old and wise 
in the art of hospitality—the art of entertaining guests 
graciously, considerate of your comfort, of your most 
fastidious demands. 


The Retail Credit Association of New Orleans, joined by 
the Mayor and Commission Council, cordially invites the 
National Retail Credit Association to hold its 30th Annual 
Conference and Credit Sales Forum in New Orleans in 
1942, 
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WHAT ABOUT 
THE SCOTCHMAN 
FROM 

MISSOURI? 


ek - story is: he owned a store that did a good business. 


But his credit system! . . . the usual type, usual short- 
comings, the usual headaches! There were credit losses, 
and bookkeeping costs were frightfully high. So this 
canny Scotchman knew something had to be done. So he 
did — what? Why, he looked around to see how other 
stores had solved the credit problem. He checked the 
stores that used the Rand McNally Budget Coupon System. 
And his Scotch eyes gleamed when he saw how these low- 
cost coupon books cut bookkeeping costs — how they 
practically ended credit losses, and made collections easier. 
And you can bet your bonnie boots he lost no time in gear- 
ing Rand McNally Budget Coupon Books to his own store. 
Did his sales increase? Were his credit losses ended? Did 
his customers like the idea? You should hear 
him chuckle! 

He found out about Rand McNally 
Budget Coupon Books the hard 
way. All you have to do for 
full information is write 
Rand McNally & Com- 
pany, Dept. C-6, 536 
S. Clark Street, 
Chicago, IIl. 











BUDGET COUPON BOOKS 





























G Message from 
PRESIDENT KANT 


S MY TERM OF OFFICE draws to a close, it is 
my serious duty to remind our members that world 
events have created for us the most difficult problems 


retail credit has ever faced. It will take our hardest 





work, our best judgment, our most unswerving cooperation 
to bring us safely through the next few years without a repeti- 
tion of the disastrous consumer credit collapse of the last 
post-war period. 

Specifically, we face the danger of inflation. No one wants 
that, including the Government. Its final results are always 
crippling, with losses for business, the worker, and the con- 
sumer. It is accompanied by a dangerous psychological factor ; 
the feeling that the sky is the limit in buying; get what vou 
want the minute your income begins to increase; and bette 
times are here again! 

Here is where the credit granter steps in to keep credit 
on a sound basis. Certainly we want to see be‘ter incomes 
reflected in wider buying, but that buying must be sound, must 
not go beyond present actual ability to pay, and not based on 
future probable ability to pay. Our judgment of that ability 
must be exercised on cold facts, not on the rosy imagination 
that usually accompanies a period of rising prices and expanded 
buying. 





ERWIN KANT 


Sobriety Needed in Credit Granting 


It is our responsibility to keep the public’s buying judgment 
sound and to keep our own credit granting just as sound, so 
that our accounts receivable are liquid at all times. I do 
not mean to sacrifice increase in volume to absolute rigid 
safety. Your firm is going to lose business if you lose your 
nerve. It will require keen judgment and up-to-the-minute 
information to be a good credit granter during the next few 


years. NEW YORK 


We have never had a bigger job! Those of us who were 
active in retail credit during the ’20’s and ’30’s are wise 1941 
enough, I hope, not to repeat our mistakes. Our experiences, 
plus more knowledge and more hard thinking and careful 
action, will pull us through with a satisfactory consumer credit : 
situation and sound accounts receivable. We must work 
together and adhere to a common policy. 


On to New York 





This brings me to the point most important for us right 
now. Attend our 29th Annual Conference and Credit Sales 
Forum in New York, June 16, 17, 18 and 19. Key men 
in the national business situation, and leading credit executives 
are going to talk to us. We should come away from there 
with our course charted for the difficult times ahead. The 
best investment for your country, your customers, your firm, 
and for you personally, is to attend this Conference. Are 
you going to count in this new credit picture? Then, I expect 
to see you in New York. 











This publication carries authoritative notices and articles in regard to the activities of the National Retail Credit Association. 
Authors have been invited to submit articles for publication and their personal opinions or views expressed in these articles are to 
be attributed to them and not to The Creprr Wor Lp, its editors, or the National Retail Credit Association. 
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Lredit Alerts Are Sounding 


A Signal Sending Credit to Its Defense Positions 


W. H. BALDWIN* 
Manager, Credits 





Credit alerts are sounding! Some indi- 


viduals outside the credit field would probably say to this, 
“Well, that is just like credit men. Business no sooner 
gets going great guns than some credit man says, ‘Credit 
alerts are sounding’; business is going to get bombed!” 
Well, credit won’t get bombed if it does not gas itself 
first with too much wartime prosperity. 


The old negative type credit man has long since passed 
away, or, if he hasn’t, he and his business both will 
sooner or later. A good job in credit today represents a 
combination of sales and credit. The credit man’s job 
at all times, is to maintain a sales and credit balance. 
At present, sales seem to have overbalanced credit. 


An explanation of the particular setup of the business 
I represent will probably help visualize our particu- 
lar situation and better understand this article. 


General Motors Acceptance Corporation, commonly 
known as GMAC, was organized to provide an exclusive 
financing service for dealers in products of General 
Motors and their customers. These products include 
automobiles, Frigidaires, electric ranges, Delco heating 
and lighting equipment, air-conditioning products, Diesel 
motors, and many others. 

We are a wholly owned subsidiary of the General 
Motors Corporation, and as such our primary responsi- 
bility to the parent corporation involves: 


1. Adhering to the principles of constructive credit 
merchandising. 

2. Preserving a sympathetic understanding of the mer- 
chandising prob!ems of our dealer organizations and 
sales divisions. 

3. Promoting public confidence and respect through 
fair dealing. 


We finance on both wholesale and retail. Our whole- 
sale plans are to assist dealers in stocking new General 
Motors products, usually by 10 per cent down payment 
of the wholesale price, and the balance due as products 
are sold. The retail installment plans are for customers 
of new General Motors products, and used products 
accepted by GM dealers in trade for new GM products. 
The usual retail terms are 4% down and the balance in 
12 to 18 months. 

Our aims and purposes today are fundamentally the 
same as at the time of conception in 1919; that is, to assist, 
through the proper application of the credit function, in 





*An address given before the Sixth District Conference, Sioux 
City, Ia., March 17, 1941. 
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G. M. A. C. 
New York City 


the orderly distribution and sale of the products of 
General Motors Corporation in such a manner as will 
build for a sound and healthy manufacturing and mer- 
chandising condition. 

When alerts shriek overseas, it means run to cover. 
Our credit alerts do not mean exactly that, but they 
do call for more caution and care. What are these 
credit alerts? 

The loudest credit alert today is the one that tells us 
these are good times. Of course, agricultural areas are 
basking more or less in an indirect glow. In industrial 
and other areas, however, benefiting directly from de- 
fense activities, these are relatively very good times, not- 
withstanding such deterrents and uncertainties as heavy 
taxes, labor troubles, controls, priorities and the wartime 
basis for all the extra activity. One very dependable 
rule of credit has always been: “When times are good, 
strengthen, don’t weaken credits.” So, the current ex- 
ceptional business activity is a “credit alert” signal which 
we cannot disregard any more than we can any other 
credit signal. This general signal in itself is enough to 
send credit to its defense positions. 

In the automotive installment field, credits have never 
been weaker, from the standpoint of the customer’s 
equity; that is, his financial interest in the collateral. 
The better that equity, the sounder is the average credit 
transaction and the better the results. This is easily 
understood, for people will fight to keep anything in which 
they have a real investment. On the other hand, years 
of experience have proved that the weaker the equity, 
the weaker the deal, and the poorer the results generally, 
for the customer has no investment, no incentive to make 
him want to continue whenever he may meet trouble. 
Equities and terms in themselves do not make good credit, 
but extended terms not only extend the risk, but appeal 
to and tap the lower strata of consumer credit. One 
of the greatest causes for lack of equity today in our 
business is the oversold used car, which at its true value 
leaves the customer with very little or no real invest- 
ment whatsoever. 

Back in 1937, when business was also soaring into the 
stratosphere as now, we felt customer equities were get- 
ting too thin and took steps to correct the situation. Due 
to this action, our experience in the subsequent 1938 de- 
pression was good. But the customer equity situation 
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today is even weaker than it was in 1937. This is par- 
ticularly true on used cars, especially oversold ones, 
which provide us with our worst experience at all times, 
regardless of good or bad conditions. With times so 
good, and national income up, one should expect not 
weaker, but stronger down payments and shorter terms. 
The retail buyer’s psychology, however, evidently does 
not operate that way, and it won’t if merchandising and 
financing do nothing constructive about it; in fact, even 
encourage it. 

In lean times, we have eased our credit requirements 
in order to induce people to buy. Experience with such 
obligations has fully justified that policy; for those who 
committed themselves in those times were not speculat- 
ing with their future ability to pay. But liberal credits 
in the troughs of a depression are an entirely different 
thing from liberal credits on the crest of a wave. Cer- 
tainly present near-boom conditions do not justify or 
shouldn’t require such stimulants. When new credit 
lows are being touched in times like these, 
therefore, we certainly have a “credit alert” 
signal that is not to be disregarded. 

Another unusual factor for these wonder- 
ful times is that our collections today are 
difficult ; whether because credits are thinner, 
the public attitude to debt has been made 
nonchalant, or, for other reasons. When col- 
lections are difficult under favorable condi- 
tions, that, too, is an “alert” signal, for what 
can we expect under less favorable circum- 
stances? How can anyone in credit expect 
a better customer attitude toward collections, 
if the credit man is a party first to weak credits, and then 
to lenient and even lax collections? On this point, the 
following from one who should know whereof he speaks, 
is of interest: 


In this particular locality, there seems to be an existing 
feeling that as long as a man pays something, he should 
not be molested. In other words, an instalment obliga- 
tion is more or less looked upon the same as an open 
account at a department store. Maturity dates do not 
carry particular weight with a certain element of the 
buying public. 

The above attitude undoubtedly has grown in the minds 
of the public due to the leniency or possible laxity on the 
part of those responsible for collection of accounts. It 
will take cooperate efforts on the part of all credit 
organizations to change this thinking, and we are not 
so sure but what it is a bigger job to sell the Credit 
Managers themselves than it is to sell the debtor. 


What is back of these so-called good times? If for 
one reason or another armament production were greatly 
reduced, decreased income would have to meet obliga- 
tions incurred on peak pay rolls. But we are told arma- 
ment is a new industry and that we can count on it to 
support production and business for a couple of years. 
Yet, peace of any kind, an armistice, in fact, a complete 
change in world affairs could take place at any time 
within months, and would have considerable bearing on 
conditions here. No, wartime prosperity and conditions 
in general are too synthetic, and, therefore, too uncer- 
tain to warrant the feeling that a two-year boom with- 
out any interruption is absolutely guaranteed. Even the 
most promising trees never do quite reach the skies. 
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Credit Alert Signals 

There may be other credit alert signals, but good times 
that are based on war, together with weak credits and 
difficult collections, both existing under prosperous con- 
ditions are, in themselves, enough. But what can, what 
should be done about these signals? 

In 1937 we enlisted the aid of banks, dealers and com- 
petitors, to turn about the then rapidly depreciating in- 
stallment credit situation. Today, we have endeavored 
to do the same thing, but have been greatly handicapped, 
because, for one reason, too many are willing to take 
business advantage and translate any plea for sounder 
credits as a sign of weakness and fear on our part. This 
is economic life in its lowest form, or a sign of bank- 
ruptcy in the art of selling when business has to be pro- 
moted by buying credit losses, and this with a selfish dis- 
regard for the adverse effect either on the customer or 
the entire economic picture. 

Manifestly, weak down payments and terms, or any 
other fundamental disregard for credit grant- 
ing in good times are signs of credit excess. 
Usually induced by reaching for sales, they 
indicate an unwise use of credit and, in turn, 
represent unhealthy merchandising. Never- 
theless, many, even now, are encouraging 
others to go out on a credit limb, even though 
we can be sure those limbs will break off some 
day when the business sap is running down 
instead of up. It is our sincere wish that 
our competition, and all business will respond 
to the “credit alerts” and not give just lip 
and pen service, but actually work for the 
credit and merchandising good, so that the public, busi- 
ness and the country will always be in good economic 
condition, come what may. 


Caution in Extension of Credit 

The only intelligent position we can take with our 
dealers today is one of conservatism in both credits and 
merchandising. This is based on the idea of the wise 
thing to do rather than from any scare or fear stand- 
point. Since in our business we do not get a direct 
chance at the retail buyer at time of purchase, because 
the credit transaction is closed by the dealer, our best 
hope of keeping to a sound retail basis is to counsel with 
dealers to make their deals as good as possible. We are 
also encouraging dealers not to spread themselves out in 
a business way without the greatest care and forethought. 
Rather, it is wise to merchandise carefully, keep credits 
and collections close, and to put extra profits or funds 
in good, and, preferably, liquid reserves. Pulling in the 
credit rope at the right time is far better than throwing 
out the life line at any time. 


We in the consumer credit field should get, not only 
our own, but our customers’ credit and financial houses 
in order. While the retail customer has a job and is 
getting good money, let him pay his back bills, and then 
purchase only on a basis and over a period of time on 
which there can be no doubt. For us, it is more than 
ever wise credit today to inquire into a customer’s back- 
ground and try to set him up credit-wise on the basis of 
his stability to pay rather than on a grossly exaggerated 
wage position. One of the finest things a business man 
can do at any time is to counsel with his customers to 
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stay within credit bounds. That is all the more advisable 
and praiseworthy today. Real education of the public 
along these lines is a most constructive goal for which 
we all should aim. 


Consumer Credit Being Watched 

Worldwide trends have for some time been directed 
toward the improvement of social problems. In the con- 
sumer- credit field, there have probably never been so 
many interested in and fighting for the consumer. One 
of the greatest current and most constructive movements 
in this direction is the increasing interest that some col- 
leges and even secondary schools are taking in the con- 
sumer and consumer credits, both from the economic and 
social standpoint. Consumer credit is also being con- 
tinually weighed and watched as never before, by women’s 
organizations, economics, social workers, specially formed 
consumer groups, and those in state and federal affairs. 

Excessive credit is not a favor but a disservice to any 
customer. If too many individuals get 
over their financial heads without guid- 
ance or restraint from those who should 
know better, social and economic prob- 
lems will result. It is these that we in 
the credit and merchandising fields must 
work constructively to avoid. Judicious 
use of credit means social and economic 
progress; unwise use and extension of 
credit can but lead into social and eco- 
nomic evils. 

Some time ago the personnel manager 
of a factory reproached the local merchants for extend- 
ing so much easy credit to his plant employees. In one 
particular case, all the stores had been put on notice not 
to sell to a woman who couldn’t resist buying everything 
she saw, but still the merchants went ahead. When this 
case came to a head, the husband owed in currently due 
debts far more than his annual income. This worried 
him and affected his work—the usual consequence of 
excessive debt. This is only one example, but multiply 
the cases and we do not get a very wholesome social or 
economic situation, for which we in credit do not want 
to find ourselves held responsible. 


Regulating Installment Credit 


Then there is the question of regulation. If we don’t 
keep our credits within bounds ourselves, we are likely to 
see more and more proposals to set up regulatory pro- 
visions, and possibly by groups who are not well informed 
on the subject or who have punitive purposes. The nat- 
ural objective of regulating installment credit will be to 
protect the family not only from injustice but also from 
its own easy improvidence. For instance, credit can well 
do without the grosser forms of advertising which lure 
or high pressure the public into excessive debt. In fact, 
constructive advertising could go far in the opposite di- 
rection to its own distinct credit. Poor credit conditions 
can only be aggravated when company after company 
will lend to the same person, notwithstanding his appar- 
ent inability and well-known previous failures to pay. 


Trying to get or hold business by price wars, or by 
Stretching credit terms is foolish. If one must make any 
concessions in business, these should be of a kind that 
resist duplication. In credit, anyone who offers thinner 
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and thinner terms simply induces others to do the same 
thing, with the chance that others can go farther, stay 
longer and stand it better. All this does is to get every- 
body, customer, merchandiser and financing medium, far- 
ther and farther out on the thin credit ice. Such credit 
simply borrows unduly from the purchasing power of the 
future, for the customer is out of the market just that 
much longer and most likely into your pocketbook that 
much sooner. 

Much of the additional credit business now coming in 
will be marginal. It will involve the lowest credit fringe, 
the last to get jobs and the first to lose them. There 
will also be those whose wages have been stepped up to 
new heights, to last only as long as the emergency lasts. 
It would be well to look more closely than ever into the 
previous sound earning power of credit seekers and try 
to establish their credit on that basis rather than on jobs 
or inflated wages of uncertain duration. This will re- 
quire all our patience, skill and will power, but it will 
be worth while if we can keep the buying 
public from blowing up the bubble which 
features every prosperity bubble dance, 
and which leaves so many embarrassed. 
In one state, workers already are re- 
ported to have switched from beer to 
champaign, while women in another state 
have gone from $2.00 and $3.00 dresses 
to $7.00, and from plain water waves 
to fancy hairdo’s, etc. The average pros- 
perity-bitten citizen evidently believes in 
what some humorist said, “Let us live 
within our income, even if we have to borrow to do so.” 


Is This a Seller’s Market? 


For months now, the pressure has been on our com- 
pany, from one of our big accounts to finance certain com- 
mercial equipment on a 10 per cent down payment and 
36 months’ time. The usual basis is 25 to 3314 per cent 
down and 24 months, which involves risk enough. The 
reason given for the more liberal terms is the old one of 
competition. On the one hand we are told that this is 
a seller’s market, yet on the other, the seller seems almost 
to give his wares away, at least on credit. If this is a 
seller’s market, why all these thin terms? A recent letter 
from this account stated that their most rabid salesman, 
advocate of weaker down payments and longer terms, 
was finally convinced that we were right about better 
terms. Proof in practice ruined all his verbal arguments. 


One of the greatest credit problems ahead for all of 
us will arise from the migration of people, primarily 
workers, to the industrial centers and to those places 
where there are new construction projects or encamp- 
ments. In this connection, there is the story of the young 
fellow who was drafted and was stuck in answering the 
question on the questionnaire which asked: “At what 
address, or through whom can you always be located?” 
Finally, after much deliberation, he wrote down “The 
Credit Bureau.” 

Keeping credits within bounds now, whether better 
down payments, shorter terms, sounder department store 
credits, closer personal loans or what not, all this goes 
further than just preventing possible later credit losses. 
They will restrain runaway retail markets and prices. If 


(Turn to “Credit Alerts,’ page 35.) 




































































RETAIL CREDIT 


in a Lhanging World 


Will a day of reckoning come after the present wartime prosperity 
ceases? Are we prepared to meet the situation ahead, and can we per- 


suade the Government that we will and can regulate business in step with 
the defense program, without restriction of retail credit? In this inspir- 
ing address by A. E. Kaiser, Credit Manager, Bullock’s, Los Angeles, 
given before the eighth annual conference of the Retail Credit Grant- 
ers and Bureau Managers of California, a merited 4-point program 
is submitted for those given the responsibility of leadership in the 


A. E. KAISER 


retail credit world to follow during the critical times ahead. 





At the present time we are confronted 


with a national emergency. We are undergoing an ad- 
justment of our attitude toward world affairs, political, 
economic, social and military, and these critical times 
and these problems call forth all the wisdom and experi- 
ence we can muster. Our defense program is the pre- 
dominantly important factor today, and the problem is 
to go through with it as quickly and efficiently as possible. 
The effects which this program may or will have on retail 
business are manifold, and we should be thoughtfully 
looking forward to the day when the emergency has 
passed and we face the task of readjustment. 

The past seven or eight years have been years of 
economic experimentation during which billions have 
been spent on relief and recovery. This type of pump- 
priming has not been particularly successful in rehabilitat- 
ing business on a sound basis, primarily because it stimu- 
lated the wrong industries, and because economic condi- 
tions were confused and confidence in the theory of this 
type of spending was lacking. But spending for defense, 
which is pump-priming under a different name, will reach 
the heavy goods industries, and will be on a scale greater 
than any spending heretofore undertaken. From an 
original 10 billion dollar program, ten months ago, 
total defense appropriations, recommendations expected 
to be acted upon, advances for construction by the Recon- 
struction Finance Corporation and other Government 
agencies, and aid to Britain, have now reached 
40) billion dollars.’ 
follow. 

This vast amount of money cannot be 
spent at once, so it seems reasonable to ex- 


Further increases may 


pect that business will advance for a consider- 
able period. That the resulting prosperity 
will be precarious is axiomatic. Very few of 
the elements which contribute to a sound 
economy are present, and it is inevitable that 


1National City Bank of New York Bulletin for 
April, 1941. 
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a day of reckoning will come when the war boom ceases. 
Not only must we consider how to meet the social and 
economic problems of demobilization, but we must face 
the problems of this boom period in such a way as to lay 
the foundation for as orderly a readjustment as possible. 

In the book, AMERICAN BusINEss IN A CHANGING 
Wor _p, by A. W. Zelomek and Robert C. Shook, two 
phases of the rearmament program and its probable results 
are suggested. The first, a period of increasing consumer 
demand, with commodity prices and wage rates fairly 
well under control by virtue of an adequate supply of 
labor and most raw materials, and increasing efficiency 
in methods of production. The second phase will be 
reached when the excesses of raw material, labor and 
plant. capacities approach the point of exhaustion. Then 
we shall find normal consumption, and consumption for 
defense, competing with each other, with resultant in- 
creases in commodity prices and wage rates, unless in 
the meantime a curb has been placed on normal con- 
sumption. Whether Government will establish sufficient 
priorities by edict to prevent this, or whether regimenta- 
tion and conscription of all resources will be undertaken, 
cannot be predicted. Much will depend upon how great 
the external danger seems to be at that time. 

But we are not actually in war as yet, and until we 
are let us try to chart a sensible course to follow so we 
From a perusal of many 
authorities, one admonition and recommendation stands 
out uniformly and predominantly. It is ex- 
pressed in these words, taken from The 
National City Bank Bulletin for April, 1941: 
“Individuals can contribute toward maintain- 
ing stability chiefly by deferring satisfaction 
of some of the wants they are now able to 
gratify; by saving, and by refraining from 
going into debt . . . The carrying out of the 
defense program will be facilitated both 
financially and industrially, and the situation 
afterward will be stronger, if the temptation 
to expand individual debt-making is resisted.” 


can meet any eventuality. 
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Some years ago, a statement was made by Henry 
H. Heimann, Executive Manager of the National Asso- 
ciation of Credit Men, that when the business of a nation 
moves more rapidly than the wealth of the nation in- 
creases, that nation is headed for an unbalanced condition. 
He pointed out that it was the obligation of credit men 
to so regulate the flow of credit as to maintain an orderly 
advance business, and stated that, while individually credit 
men could do but little in this direction, collectively 
they could function as a tremendous stabilizer to keep 
the wheels of industry in balance. The need for this 
stabilizing power is upon us, and we must cooperate 
toward the end of keeping consumer spending, and con- 
sumer debt-making, within sound and reasonable bounds. 

Whether it is directly responsible or not, the influence 
of expanded consumer credit has 
always been a factor in a depressed 
business cycle. What was the 
condition in 1929, at the top of the 
boom? ‘There was an enormous 
debt accumulated by stock mar- 
gins, mortgages and excessive in- 
stallment sales, and never before 
had people in all walks of life been 
so heavily in debt. During the 
succeeding years debt-paying sup- 
planted consumer spending for 
necessities, and this one factor con- 
tributed largely to the severity of 





the getting is good—tomorrow will take care of itself”? 

Washington is now considering the benefits to the na- 
tional defense program which can be obtained by regu- 
lating and restricting consumer credit. Highlights of the 
proposal for such possible legislation call for a control 
of down payments and maximum terms. It is suggested 
that automobiles be sold for no less than 50 per cent 
down payment, and on terms of not more than 10 months. 
Other installment sales would be similarly regulated. 
Monthly charge accounts would also be restricted by de- 
claring null and void and unenforceable in the courts, 
credit extended contrary to regulations which may pro- 
vide for suspension of credit to any consumer whose ac- 
count is not paid in full by the 20th of the month fol- 
lowing purchase. 

In this connection, here is just 
one operating problem which 
would arise. In order for credit 
to be suspended on a definite day, 
every charge transaction would 
have to be authorized. A method 
of recording restrictions immedi- 
ately would have to be devised. 
One can readily appreciate the 
cost, both in the credit office op- 
erations and in delayed customer 
service, which would result. Are 
you geared up to meet a situation 
of this kind? The threat of con- 


the depression during the early Will this be repeated after the present trolled restrictions may become a 


thirties. We are now going into 
another boom. Is our house in 
order so this same experience will not be repeated? 


Here is a platform I should like to submit to you for 
your careful consideration: 


1. Examine your past policies and terms and de- 
termine if they are sound, and tested by the ex- 
perience of years. 

2. Cooperate in every way possible to prevent in- 
dividual debt-making from interfering with the re- 
quirements of the defense program; by encouraging 
postponement of the purchase of those goods, the pro- 
duction of which requires the same human skills, 
facilities, and raw materials as are needed in the de- 
fense program. 

3. Advocate that part of the money which would 
otherwise be spent on gratifying present wants be 
invested in whatever form of securities the Govern- 
ment will present for the financing of the defense 
program. 

4. Direct your efforts toward the end that con- 
sumers will store up a great unsatisfied demand for 
the everyday satisfactions of life, together with re- 
serves in the nature of a little money in the bank, in 
government bonds, or money under the rug, with which 
to buy them when the boom ends. This is the best 
cushion which can be devised against the shock that 
is bound to come. 


It is going to take courage to put this program into 
operation, but if you will put yourself behind the pro- 
gram, and work for widespread, national acceptance of 
the same principles, business will be better off in the long 
tun than it would be if we just stand by and let nature 
take its course. Leadership will be required and credit 
executives are members of a profession whose voice should 
carry weight with management and with the public. Have 
you the courage to get behind this program, or will you 
again be carried along by the cry, “Let us get ours while 
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wartime prosperity? 


reality, and I recommend that all 
credit executives be prepared with 
a plan which will meet these conditions. 

As a nation, in times of peace we protest Governmental 
regulation. As a nation facing a wartime emergency, 
we will probably accept these regulations with a little 
grumbling, but with a determination to cooperate and 
carry through. Such regulations, however, like the fourth 
point of the platform I have submitted, would not be 
without merit, for consumer demand would be stored up 
behind a dam which could be opened up when the emer- 
gency has passed, and business would be found not to 
have been lost, but merely postponed. 

It has been reported from Germany that the ease with 
which she has been able to meet her wartime deficit by 
borrowing is explained by the large volume of idle cap- 
ital that has been set free by the restrictions on consump- 
tion, and the inability of industry to undertake its nor- 
mal replacements.?, Do we have to follow the example 
of Germany? It is not the American Way, and there is 
no need for us to do so if we can persuade the Govern- 
ment that we can, and will, regulate retail business in 
step with the demands of the rearmament requirements. 
In addition to exerting our voice in Washington, let us 
set an example by putting into practice the platform I 
propose. 

Are terms sound? Thirty-day regular charge accounts 
are, in a practical sense, a means of convenience for 
settlement of current purchases, and act as a tempering 
influence against extravagance or overbuying. When the 
time allowed for payment for necessities is extended be- 


2The Index, Spring 1941. Publication of The New York 
Trust Co. 

















yond this point, the ability to buy better goods than on a 
cash or regular charge basis causes more money to be 
spent in this manner, and less to be placed in savings. I 
have never been an advocate of extended terms for neces- 
sities, but whether I had been or not, such plans are not 
in keeping with the need for conservation of consumer 
resources. 

As regards installment sales, it is recommended that 
we prepare an amortization schedule of the accounts now 
on our books. How much have you outstanding, pay- 
able six months from now? Twelve months? Thirty- 
six months? You will have to draw your own conclusions 
as to whether you can safely add more to your future 
outstandings. 

Advertising of terms by featuring the small amount 
of monthly payment has no doubt tempted people to buy, 
and stimulated sales, but now that there is need for con- 
servation, it would be well to reflect upon the funda- 
mental principle that while long terms are a powerful 
stimulant for reviving a depressed economy, the use of 
this stimulant should be diminished by shortening terms 
when business revival has been accomplished, or when 
other factors operate to increase consumer purchasing 
power. 


Backlog for Normalcy 

The wisdom with which we pursue our future courses 
as regards sound credit terms and policies, will contrib- 
ute largely to the successful carrying out of the other 
three points of our platform, which I will group cate- 
gorically as a “backlog for normalcy.” 

There is only one way to create this backlog, and that 
is for individuals to save a part of what they earn, and 
thereby establish reserves upon which to draw in the 
future. Such savings can be made only by postponement 
of purchases of some present wants, a desirable condition 
from the viewpoint of both the individual and of busi- 
ness. By investing this saving in Government or defense 
bonds, the individual would have a future claim on the 
national income, which he could use in the post-war period 
to buy goods and services at a time when business would 
benefit by this stored up demand more than it will at the 
present moment. The mere weight of increasing con- 
sumer demand through widespread reemployment, even 
with a smaller per capita expenditure for consumer goods, 
will give retail business a reasonable increase for some 
time to come. 

But it isn’t going to be easy to convince the masses 
that this is the course for them to pursue. The very ex- 
citement of increasing pay rolls can start a spending 
orgy. In an editorial entitled “Tomorrow” in the 
Saturday Evening Post of March 8, 1941, we read, “We 
have a letter from a keen professional observer in Detroit 
who says that by a common impulse people are using 
their defense-boom pay checks to go into debt. As their 
earnings rise their borrowing power increases, and more 
than to spend the money: as fast as they get it, they go 
into debt. He adds that when the defense program comes 
to an end or is much curtailed, garnishments, reposses- 
sions, evictions and foreclosures will begin on a large 
scale, and the social repercussions will be extreme.” 
Where is the stabilizing influence of the credit profession ? 

In addition to our obligation to extend to an individ- 
ual all the credit to which he is entitled, we also have the 
obligation not to allow him to incur indebtedness beyond 


his reasonable ability to liquidate. Especially at this time 
must we take into account Conditions, in addition to the 
other three C’s of credit. As credit is a time-lag between 
the acquisition of goods and the payment therefor, we 
must anticipate coming events and changing conditions, 
Never at any time has it been more imperative for credit 
men to investigate every application thoroughly through 
well established reporting agencies, which must be 
equipped to furnish rapid and complete information re- 
garding the applicant’s history, as well as a record of 
current indebtedness. Credit bureaus can cooperate by 
supplying. antecedent information without delay, and 
credit executives should meet oftener, and in more varied 
groups, to discuss and decide the problems of the day ina 
cooperative and constructive spirit. Credit executives 
must have the courage, when the risk is weak, or when the 
article being purchased conflicts with the requirements 
of the armaments industry, to reject the sale and explain 
the value of deferring the purchase until reserves have 
been established. In this manner can we be a stabiliz- 
ing force. 

Some influences, however, have been, and still are, 
operating in contradiction to a savings philosophy. Low 
interest rates have not encouraged savings bank accounts; 
the marketability of bonds and preferred stocks has been 
declining; rumors of how the Government may force 
insurance companies to divert their conservative invest- 
ments into common stock portfolios raise some doubt as 
to the security of a life insurance policy; social security 
has been welcomed by the less thoughtful as an assurance 
that they will be taken care of although they exercise no 
self-denial or foresight. Mordecai Ezekiel, an economic 
advisor to the Department of Agriculture, recently pro- 
posed as his first three points to cure our economic ills 
that there should be enough Government spending “to 
counterbalance the excess savings”; “taxation to diminish 
the incentive to save’; and “procedure as to increase 
individual security as to diminish the need of savings by 
the general mass of workers.”* High pressure install- 
ment selling and advertising methods have helped to de- 
velop a spending philosophy. Fear of inflation is an- 
other urge to buy now. 


Pursue Time Tested Courses 


These comments have been made, not as criticism of 
Government, individuals or business, but simply to em- 
phasize the elements we must combat in order to bring 
about a desire on the part of individuals to spend less 
and save more. ‘This program can be successfully con- 
ducted if we who are in the position of leadership assume 
the full measure of our responsibility. 


Inform your management of this proposed platform 
and sell them the wisdom of its enactment; start your 
personal thrift program of savings, and encourage others 
to do likewise—your employes—your customers who 
seem to be buying too liberally. Encourage investment 
in Government bonds, and get your organization to sup- 
port whatever program of this nature the Government 
will soon submit. Bring your outstandings down to 4 
current basis as soon as possible, consistent with customer’s 
good will. Above all, keep your feet on the ground, 
avoid idle rumors, and pursue time tested courses to see 
you through the critical times ahead. 


8Barron’s Weekly, March 24, 1941. 
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KARDEX CUSTOMER HISTORY RECORD 





Mr. Jarvis ended his statement with these words: 


“We do know that there has been an ap- 
proximate increase of 20% in the number 
of charge accounts opened. We can point 
to a decrease in errors in every phase of our 
work ...to better morale... work has been 
speeded ...and we’ve saved much overtime.” 


Burdine’s use their Kardex Customer History Rec- 
ord in conjunction with a unique, unusual authoriz- 
ing charge-phone and automatic stamping device. 
It links the selling floors to alphabetic breakdowns 
of the Kardex Customer History record according 
to the telephone number dialed, the number being 
dictated by the customer’s name. 


For “courtesy, comfort and speedy service” in your 
credit office plus many direct and indirect savings, 
you'll do well to investigate the Kardex Customer 
History Record—in fact it’s the most important 
modernization program you can plan for 1941. 


n C BUFFALO +» NEW YORK 
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Ginal Membership Standing 


of Pittsburgh had the honor of finishing in first 

place in new members reported for the year ended 

May 31. The Retail Credit Association of Seattle fin- 

ished in second place. Third place was taken by the 
_Associated Retail Credit Men of New York. 

The year just closed, with a net membership gain of 

1,062, compared favorably with years ended May 31, 1936 

and 1937, in which the net gains were 1,159 and 1,149 


Air THIS YEAR the Retail Credit Association 
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New Members by Districts 
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Awards 


We are pleased to announce awards to the following: 

George J. Springer, New Orleans—for best personal 
showing by Credit Manager. 

M. B. Weldon, Savannah—outstanding membership 
effort by Bureau Manager. 

Joseph A. White, Pittsburgh—President of Associa- 
tion finishing first in membership drive. 

Walter Rosenbaum, Pittsburgh—Secretary of Asso- 
ciation finishing first in membership drive. 

P. E. Wahlstrom, Seattle—President of Association 
finishing second in membership drive. 

M. L. Storhow, Seattle—Secretary of Association 
finishing second in membership drive. 

B. A. Farrell, New York—President of Association 
finishing third in membership drive. 

A. B. Buckeridge, New York—Secretary of Associa- 
tion finishing third in membership drive. 


Trophies 


Retail Credit Association of Boise, Idaho—largest na- 
tional unit organized during the past year. 

Retail Credit Association of Pittsburgh—for reporting 
greatest number of new members two years in succession. 

Associated Retail Credit Men of New York—out- 
standing record of having largest national unit for ten 
consecutive years. 

Gavels 


Gavels will be awarded to the Retail Credit Associa- 
tion of Seattle and the Nashville Retail Credit Associa- 
tion, for having finished second and fourth respectively. 
(Gavels were previously awarded to Pittsburgh and New 
York). 


* * %* * 


Honorable mention goes to Elkins, West Virginia— 
largest national unit in proportion to population. This 
is the fourth consecutive year Elkins has held this honor. 





Position Wanted 











Crepir WoMAN desires new connection in Middle 
West. Employed in retail furniture store as Credit Man- 
ager. Eighteen years’ experience in credit and office work. 
Some experience in selling, buying and decorative con- 
sultant work. Address Box 63, Crepir Wor -p. 
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f There are four reasons why you 
should own these two books... 


STREAMLINED LETTERS 


By WALDO J. MARRA 


Correspondence Director, Bank of America, San Francisco, California 


RETAIL CREDIT FUNDAMENTALS 


By DR. CLYDE WILLIAM PHELPS 


University of Chattanooga, Chattanooga, Tennessee 


One of the important reasons for the outstanding excellence of these books 

- see is that they have been read and reread by members of the Educational 
Committee and Officers of the National Retail Credit Association, thereby 
assuring them to be the expression of the best modern thought. 


#2 lie They do not slight the small store and the medium sized establishment as 





is usually the case. The effort throughout is to explain the “reason why” 
rather than to merely tell what is done and how. 


They have carefully prepared indexes which are thoroughly organized so 
Fs a sie that you can quickly find the details on the subjects in which you are inter- 

ested. This makes them especially valuable for ready reference purposes. 
The style of writing is simple, straightforward, and easy to understand. 
The text throughout the books avoids involved, technical language and 
academic phraseology. They will be found easy reading by every employee 
in the Credit Department as well as by experts. Both of these books have 
been prepared expressly and exclusively for the members of the National 
Retail Credit Association. 


GET THESE BOOKS AND READ THEM. THEN 
PRACTICE WHAT THEY PREACH. THEY WILL 
SAVE YOU MANY TIMES THE $4.00 EACH COSTS. 








maATL THIS courPpPon TODAY 


NATIONAL RETAIL CREDIT ASSOCIATION 
1218 Olive Street, St. Louis, Missouri 


i i 
1 ’ 
1 ' 
1 ' 
: ; 
: Please send me__------ copies of STREAMLINED LETTERS by Waldo J. Marra at $4.00 a copy. : 
Please send me__------ copies of RETAIL CREDIT FUNDAMENTALS by Dr. C. W. Phelps at $4.00 a copy. : 
' ‘ 
; TID 6,» 2s bic catieithdaeh dnaiiekiabtalig indiana laaniniaenliipaedl EE RS EE ee EG OR ET won a ; 
' ’ 
DD IES cicntnendnnceniptibinnnnnnenaniened ee BD sickcmenstaevnmeirictens ; 
a Se eee ee SS SSS SSF SSS See eee eeeeeee Seee eee eaeaaaaaaeaeae aa 
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UTTING the length of 
| ( letters is very important in 
1941. People are working 
under pressure and have no time 
to read anything unnecessary. 
Recently the controller of a 
large company in Detroit showed 
me a two-page, single-spaced inter- 
office letter. He asked, “How 
would you improve this letter?” 
If you had been reading that 
letter, you would have said, “That’s easy.” For the 
first solid page and a half was a history of the case which 
the reader already knew. The letter could have started 





the middle of the second page and been one-fourth as 
long with benefit to the author, the typist, the reader, 
and most of all to the company! 

There is a definite danger in our present trend! We 
are growing’ longer winded! Business letters of 50 to 
75 years ago were shorter than today, perhaps because 
they were written in longhand. 

During some lectures in Denver, I took the tour to 
Buffalo Bill’s grave. In the museum nearby was a 
letter to him dated at Chicago, November 24, 1890. 
I searched my pocketbook for a scrap of paper on which 
to copy it, but all I could find was the wrapper of a 
package of chewing gum, 134” x 2.” On this I copied 
the entire letter as follows: “Colonel Cody, you are here- 
by authorized to secure the person of Sitting Bull and 
deliver him to the nearest company officer of U. S. 
Troops.” 

How many important letters today could be written in 
pencil on a chewing gum wrapper in 25 words? Very 
few. Why? Letters take a page and a half to get 
under way! We use a whole phrase where a word would 
serve much better, for example, “in the amount of $69” 
instead of “for $69.” 

As Frank L. Stanton has said, “When you've got a 
thing to say, say it. Don’t take half a day. Don’t 
fill the whole blame paper with a tale, which, at a pinch, 
could be crowded in an inch. Boil her down.” 

Come right to the point and you increase the returns 
from all types of letters! One firm that estimates its 
letter cost at $1 a letter recently cut the length of letters 
one-third ! 


This Month’s Illustrations 

Any letter that collects $75,000 worth of slow ac- 
counts with only $43 refund to the bank is some letter! 
That is what Illustration No. 1 accomplished for The 
Brown-Dunkin Dry Goods Co. of Tulsa. Miss Marion 
Leleu, Credit Manager, certainly deserves a lot of credit. 

Notice the second paragraph of this letter. All of 
us are impelled to live up to the good opinion another 


person expresses of us. This is a very powerful form 
of the result-producing approval appeal. 

Of course, the letter is also particularly good because 
it offers a definite plan. That is the thing that the 
whole world needs, to find the right way and then go 
ahead. Finding the way often takes more time and effort 
than executing it. 

Illustration No. 2 is one of many delightful letters 
written by Mr. H. R. Stuart, Credit Manager, Sears, 
Roebuck and Co., Tulsa. He reports splendid results 
from this letter. 

Very often an educational treatment is in order for 
customers who are habitually slow. Many of them 
neglect their accounts through a lack of understanding 
of all factors involved. It may seem surprising to the 
credit expert and to those of us who try to pay our 
bills on time, but after you have talked with a lot of 
these people face to face, I am sure that you know that 
this is true. 

Mr. Stuart recognizes the wisdom of putting a smile 
in his opening sentence, something that we will all 
do well to remember, for the opening is the most em- 
phatic spot in the whole letter. 

Illustration No. 3 is an extremely interesting treat- 
ment. ‘There are an increasing number of physicians, 
dentists, medical clinics, and other professional people 
who are finding it helpful and systematic to have a 
definite collection procedure. This is usually of a more 
personal character even, than that written by a store to 
its retail customers. The opening of this letter is excellent 
and the closing most action impelling. 

Illustration No. 4 is a particularly interesting inactive 
account letter. It shows an unusually fine knowledge of 
the case in question, and gives the effect of a letter writ- 
ten just for the customer. Notice how specific is the 
opening paragraph and how it makes the customer feel 
that he is still very much wanted. When a store wants 
to stand well in the customer’s estimation, that is a form 
of customer approval, and one of the reasons why this 
letter is effective. Finally, it makes a reply very easy 
by suggesting the use of the letter itself for the answer, 
and enclosing a return envelope. Best of all is the foot- 
note which does everything to make the customer’s visit to 
the store easy, convenient, and pleasant. 

Illustration No. 5 from The Aug. W. Smith Co. 
Spartanburg, South Carolina, is an interesting notice, 
about “just a small matter” on a very small piece of paper. 
The wording is courteous and the very fact that the 
notice is obviously a form makes it possible for use 
on all types of accounts without offense. 
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BEPEEEERS ~~ 


<7 SEARS. ROEBUCK AND CoO. 
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a Shop at Seare and Save 





THE Brown-Du NKIN Dry Goons; Co, @) 


January 5, 1941 
PHONE 2-710! 
Tucsa. OKia. 
Mr. A. L. Rose 
16th and Texas Street 
Turley, Oklahoma 


April 12, 1941 
Dear Mr, Rose: 


— Today we were Pa to approve a charge purchase made 

Mr. Murray Lz your acc hall 

ee ee pod account and s be glad to fill your future 

Tulsa, Cklahora 

TRON As it is our policy to operate our business on a strictly 

De. by 2: cash basis, we find it necessary to ask all of our charge 
: customers to 

You are aware that your account of § 16.31 is, at PT fall, neumnte on or before the tenth -v 


of each month in full, Because of the length of 


the present time, considerably past due. by you for p ot of previous account, w> a 


time taken 


this t ttention t — 
é . j S to your attention to avoid misunders ° 
We are confident that it is your intention to pay _ ae 
this account and it is our desire to give you all We shall deeply appreciate your cooperation. 
the assistance we can in this connection. 
Cordially yours 
Therefore, we have an arrangement whereby we can 


Sears, Roebuck and Co, 


IR Seat 


H. R. Stuart, 
Credit Manager. 


assist you in financing this account and clearing 

it on our ledgers. This, of course, will help your 
credit standing and will permit you to repay the 
amount of the account in a series of monthly payments. 





If you will call at our Credit Department upon 
receipt of this letter, we shall be glad to explain 
this plan to you. 
hank you in advance for your cooperation, 
Yours very truly, 
The BROWN-DUNKIN DRY GOODS cq 
a 
Dn. a. balan 
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MAl~ac Department of Accounts ——' — 
Oso, 
As, 
/}/ LancM a elAL Wy Oven — 
|] PROgE One Big ORT LOOK 
“TNE se i ALOnNCe Fo Bur G 
vais he SS ig Or Borys wire Pay e 
‘ = yo Um Min, Ur NSta,, THe 
E. L. LAESNE, OPF OF Taig SEM eR At menace Scie he cael © Winches 
Execiunve Ornce AL Nee wi to a 
Peeeno, Car Oigtthn 
Box 697 
March 5S, 1941 
Oakland, Calif. Mr. Jesse Robbins 
March 18, 1941 Spring and Eaton 
Dallas, Texas 
Dear Mr, Robbins: 
Though you haven't charged anything to your account 
Mr, M. Chase 


since June 1957, Mr. Robbins, you have been continu- 
ally in our mind, as evidenced by the way we've kept 
after you over and over with one form of solicitation 


6006 Oakland Avemue 
Oakland, Californie 


Dear Mr. Chases after another. 
er Mr. 
friend 
te go all the way Formerly you were a regular customer and loyal ° 
pg he my ~—_ py Bete indifference Don't you feel that Kahn's again can serve you well, 
pd var Povl’ tions makes it very difficult and profitably to you? Visit our store now while our 
> you. stocks are at peak—and confirm that we stand well in 
for us to help you. me 
will do so mch your est ame 
1 lenation fram you 
to relieve’ ell this misunderstanding, The enclosed I will be grateful if you will drop’me a line telling 
envelope requires no postage. me how you feel about Kahn's—-use the back of this 


letter now, the enclosed envelope already addressed 

requires no postage, and tell us that you will come in 

soon to renew the friendly visits that we enjoyed with 
ew you in the past, 





May I expect a line from you--now? 
Cordially yours 


Kb Hahn 


President 


L. S. Kahn: VJ 
Eno:1 


Simons Garage, corner Elm and Austin, will park your 
car--use this free service, please. 
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Someone recently asked the question, ‘‘Do 


hotels extend credit to guests for room accommodations ?” 
The answer is—not only do they extend credit, but 
some modern hotels, large and small, do more than 65 
per cent of their volume business on a sound credit 
policy. 

Let us compare the hotel of today with that of years 
ago. Fundamentally, a hotel or inn offers the same 
facilities, that of good rooms, clean beds, wholesome food, 
and a spirit of hospitality or service to be excelled only 
by the next hotel or host, at a specified rate as con- 
tracted between the host or innkeeper and the guest. A 
century ago the hotel bill was paid by an interesting bit 
of gossip or news being brought from the neighboring 
town by the guests; today the payment may be a piece 
of paper as a check, which the hotel credit manager has 
to decide is negotiable, at a moment’s notice. This 
decision, made quickly, pleasantly and convincingly, is 
important as it determines whether that guest will return 
again in the next month or so, or whether by word of 
mouth that guest will recommend your hotel to his 
friend, the traveler, en route to the next city. The hotel 
manager, today, specializes in the credit end of his 
business, and is a salesman of hospitality to the traveler. 
His job is an important one, and I will outline some of 
his intricate problems. 


Policies and Problems 

In the establishment of credit, the policy is the same 
as in any of our retail stores. It is determined to a 
great extent by the community credit policy that 
is set up by the local credit bureau and retail credit 


HUTELS 
Have Lredit P 


roblems [oo! 


WARREN WELLS FISK 
Curtis Hotel 
Minneapolis, Minnesota 


ager has to decide, and it is upon his recommendation 
whether a guest will be a return sale, either cash or 
credit. Why? 

A guest’s contract is made on his registration card 
in the form of name (carefully checked for exact spelling 
and initials, also if it is “Mr. and Mrs.”’), address, both 
street and city, and his firm’s name and address. It is 
hoped that all of this information will be given by the 
guest, but if you were to ask for more than the guest 
wishes to put down of his own accord, the hotel might 
have a libel suit on its hands. It is the duty of the 
credit manager to investigate each guest’s registration, 
and to decide whether to extend any credit. It is a com- 
mon policy for a guest of today to register for the first 
time in a hotel and before he even goes to his room will 
expect the hotel to advance him $5.00 in cash out of 
which he might pay his taxi bill for his transportation 
from the railway depot to the hotel. The hotel guest 
who lives from week to week on cash advances is the 
one for the credit manager to watch. This type of credit 
risk (past experiences having proved to be the best 
teacher) will either want to charge his bill, while his 
check was sent to Duluth, or he might call in and say 
he had a car accident and “won’t you please send the bill 
on the 15th?” Or, he might even have the audacity to 
skip and leave you an old hat, or 4 brick, or a cheap 
suitcase, which the courts classify as hotel baggage. 

So, the collection of 





association, which are important cogs in the credit 
cycle of a hotel guest’s credit history. 

A newcomer to a city registers at a hotel, and 
stays until he can locate permanently in his own 
home or rental. During that time, which may be 
a week or a month, the guest’s credit history is 
established by the credit manager. The credit 
manager has foresight to investigate as quickly as 
possible so that he will know whether the guest 
will pay or whether he might want to establish 
himself on a credit basis. Also, if he might be a 
proverbial hotel deadbeat or skipper which has hap- 








the guest account is the 
prime factor in the daily 
duties of a hotel credit 
manager. The quicker he 
investigates, the better 
qualified he is to pass 
judgment when the op- 
portunity necessitates it- 
self. 

The policy of present- 
ing hotel bills determines 
how long a guest may 
get away with certain 











pened in many cases. This the hotel credit man- 


ia 


Have you forgotten something, Sir? 


privileges, such as charg- 
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ing on his account everything from shoe shines, tips, bar 
charges, cash advances, which are all luxuries, to the 
necessities of everyday living, such as room, laundry, 
yalet, and telephone charges. 

Most hotels have a policy of three-day pay, or weekly 
bill presentation, but which it shall be is determined by 
the credit manager and the existing credit policy as 
offered by competing ‘hotels in the same class and rate 
patronage. 


Deciding Collection Procedure 


The average credit manager will go through his room 
accounts every three days, and decide what policy he will 
follow in collecting each guest’s account. From the many 
previous experiences and mistakes he is able to detect 
certain room accounts to follow up and investigate before 
further credit is extended. 

A credit manager fundamentally has to 
have a marvelous memory. Unless a guest 
will offer to establish his own credit, the 
credit manager is not afforded an opportunity 
to meet “Joe Public,” so other factors than 
personal contact will recall a guest to the 
credit manager. A guest comes to a hotel 
for either of two purposes: he is in town 
to do business with a local concern, to con- 
tact friends, establish himself in a local 
community, permanently, or spending his 
vacation. This warrants telephone calls (a 
hotel keeps an accurate record of every 
outgoing call), and these will aid the credit 
manager in tracing a guest’s history. If his firm name is 
given at the time of registration, this saves much time 
and facilitates the rexdering of personal service to guests 
that otherwise would not be given. The credit manager 
must also remember if the guest wished to check out and 
leave his bill on previous occasions, or if he is in the 
habit of giving insufficient fund checks, or if he is 
a habitual crab, always wanting a rebate on his room 
rate, or avoids paying for local phone calls or saying 
the radio didn’t work. These factors help to recall 
guests, and.are always noted on the Guest History cards 
which are excellent for aiding the credit manager's de- 
cision. 


Aids in Daily Routine 


After the credit manager has gone through his accounts 
(some have from 200 to 800) he has perhaps from 10 to 
20 that necessitate watching and investigating. The room 
clerk being an unofficial “greeter” usually can be an aid 
to the credit manager in giving him such information as 
whether the guest has previously been registered, if he 
is a cash customer or not, and if he had a written letter 
of reservation on file. The room cleck’s recommendations 
and cooperation will cut down on the daily routine of 
the credit manager’s problems. Other aids are mail in 
the guest’s box, forwarding addresses, telegrams, tele- 
phone messages, and the front office employees who per- 
sonally contact the guests, such as doorman, bellboy, 
elevator operator, mail clerk and cashiers. The guest’s 
history and credit card file are also checked as the 
guest, perhaps, has been away for two or three years, and 
an inspection of files will bring forth a credit card 
which will personally identify him. 
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If, after the above routine is completed, and still no 
information avails itself, this will warrant an inspection 
of the guest’s room and baggage. For this information, 
which we term “foresight” will aid us just in case he 
either wants to cash a company or personal check, or 
wants to charge his bill, or if he should skip his bill 
intentionally. 


Inspection of Room Final Resort 


In inspecting the room, the credit manager is accom- 
panied by either the inspectress, the maid or house officer 
(never alone—imagine the embarrassment and liability 
to be caught inspecting a room and the guest walks in 
on you). The factors sought in inspection are: the com- 
pany with which the guest is associated (usually order 
blanks or expense records or correspondence is available), 
or his home address, letters from his family or local ref- 
erences or personal identification, such as 
laundry marks, driver’s license, marriage 
certificate, stock records, or insurance policies 
—all will serve the purpose. The maid can 
be educated to aid the credit manager, and 
make daily reports of guests who are in the 
rooms all day and out all night, sleeping 
late and not allowing maids to make the 
room up, leaving “do not disturb” signs 
on doors. Maids also report daily light 
baggage, sleep-outs, excessive entertaining 
and drinking, and any irregularities that may 
determine paying guest or otherwise. 

The credit manager puts all of the above 
information on a card filed under “Confidential Informa- 
tion” which aids him when the guest at the end of his 
stay presents a check to be cashed. The credit manager 
is confident of the guest’s identity, because of his room 
inspection, and will okay the check without asking too 
many questions (which some guests consider impertinent 
and unnecessary). Thus he will have more time to be a 
real hotel “greeter,” asking him if he enjoyed his stay, 
remembering the room the guest had, much to his amaze- 
ment (little did he know that you had investigated him 
and that perhaps he was registered under an assumed 
name). Finally, recommend to him that he stay with a 
Greeter’s hotel in the town of his next destination. 
Many a credit manager leaves the final impression of his 
hotel with the guest, and his personality and decision 
are the determining factors—‘Shall I go back to that 
hotel again?” 


Personal Interview in Extreme Cases 


Of course, there are always the guests’ rooms that do 
not give any information by inspection. As to the bag- 
gage of today, in many cases because of air travel, it 
consists of a brief case, a clean shirt, an electric razor 
and a toothbrush. This does not warrant poor or good 
credit risks. The account, therefore, is the determining 
factor in decision of great policy. If in doubt, the best 
policy is to ask the guest for a personal interview, in 
a nice way asking if he would like to fill out a hotel 
credit card. 

Hotel credit cards are kept on file in the credit office 
and contain the guest’s signature (best means of identi- 
fication), street and city address, firm name and address, 

















personal bank (don’t forget to get name of branch bank), 
two local references, date of birthday, very important 
today for identification and promotional value. Space is 
left for other information, such as credit cards, etc. On 
the reverse side is space for record of checks cashed, and 
the information that bank or company will give as to 
the recommendation for extending credit courtesies based 
on their experiences. After cards are filled out, letters 
are sent to bank and company and other hotels for their 
experiences. Notations are made on card and, if satis- 
factory, a credit card or letter is sent to the guest stating 
his credit has been established at your hotel. 

The second important duty of the hotel credit manager 
is the cashing of checks for the guests or any one locally 
who wishes that courtesy. In check cashing, the main 
point to be considered is that if a good check is turned 
down, that factor might drive away thousands of dollars 
of business, because that guest will see to it that his 
friends, customers, and business associates do not stop 
at your hotel. So, with that thought in mind we always 
say, ““We are very glad to take care of your check, Mr. 
Joe Public,” but don’t fail in greeting him with a smile 
to find out if he is the person he purports himself to 
be, and have the “foresight” to mark on the back of the 
check (whether personal or company), his driver’s license 
number, his company and address, a local reference or 
some contact, just in case that check is returned by the 
bank marked “no account,” “forgery,” or “insufficient 
funds.” 


Every Day Presents New Problems 

Thus we have these similar problems and it is through 
our local credit association meetings, reading daily 
bulletins, attending group luncheons, reporting all slow 
accounts or rackets that our jobs are made interesting 
and educational. ‘Every day is a new day,” new prob- 
lems present themselves, but cooperation of employees, 
coordination of ideas, detailed organization of daily work, 
enables us to cope with credit problems to keep our 
losses down to a minimum. 




















THIS WILL BE OUR LAST OPPORTUNITY 
to tell you about our 29th Annual Conference and Credit 
Sales Forum to be held at the Hotel New Yorker, New 
York City, June 16-19. With this issue of The 
Crepit Wor.Lp we are including a four-page supple- 
ment which gives highlights of the program and enter- 
tainment, as well as pictures of some of the prominent 
speakers. You will readily see that this is one Conference 
you cannot afford to miss. Why not show this supple- 
ment to the management of your store or firm? Should 
you want additional copies they will be furnished without 
cost. 

On pages 28-29 of the April Crepir Wortp, we 
published complete information regarding the special 
train and boat trip to New York City. Also, the rail- 
road rates. On page 31 of the May issue there appeared 
the railroad schedule of our Historyland trip, and in- 
formation regarding the staterooms on the steamer and 
the sightseeing trip at Williamsburg, Va. Reservations 
for rooms on the steamer and the sightseeing trip should 
be sent to the National Office at once. Reservations for 
the Conference should be sent direct to New York. Fill 
out the reservation blank included with the supplement 
to the May Crepir Wor LD, immediately! 





PROXY--Delegate National Retail Credit Association Convention 
New York, N. Y., June 16, 17, 18, and 19, 1941 


To Tue Nationat Rerait Crepitr AssociATION: 


I, a member in good standing of the National Retail Credit Association, do hereby appoint and 


designate 


as my proxy, to act as my attorney and in my stead vote my membership at the Convention of the Na- 
tional Retail Credit Association, held in New York, N. Y., June 16, 17, 18, and 19, 1941, for the 


election of officers or any other matter upon which a vote is taken. 


WITNESs: 


Signed 


Firm 3 


Address 


Proxies can be voted only by a member in same or adjoining state as signer of proxy. 
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Bunker Heads Credit Group 

Harry L. Bunker, Credit Manager, H. C. Capwell 
Co., Oakland, California, was elected President of the 
Retail Credit Granters and Bureau Managers of Cali- 
fornia, at their recent annual convention in Sacramento. 
Other officers elected were: Vice-President, Kenneth 
Anderson, Hale Bros., Inc., San Jose; and Secretary- 
Treasurer, Alan Clark, San Francisco. 
vention will be held in San Jose. 


Next year’s con- 


New National Unit at Big Spring, Texas 

Officers and directors of the Big Spring Credit Men’s 
Association, Big Spring, Texas, a newly organized Unit 
of the National Retail Credit Association, are: Presi- 
dent, D. S. Riley, Malone & Hogan Clinic Hospital ; 
Vice-President, Mrs. Alice Cravens, Albert M. Fisher 
Co.; and Secretary-Treasurer, Mrs. L. A. Eubanks, Retail 
Merchants Association. Directors: Carl Strom, Carl 
Strom Credit Financing Co.; and Lawrence Robinson, 
Robinson & Sons Grocery. Marley Styner, former Na- 
tional Director, assisted in the organization work. 


Robert A. Ross in New Position 

Robert A. Ross, immediate past President of the Na- 
tional Retail Credit Association, has been appointed store 
manager in charge of store service and public relations of 
Neiman-Marcus, Dallas, Texas, where he had been Credit 
Manager for the past twenty years. W. F. Johnson was 
appointed Credit Manager to take over the position made 
vacant by Mr. Ross’s promotion. 


Leo Karpeles in Hospital 

Leo M. Karpeles, Secretary-Treasurer, Burger-Phillips 
Company, Birmingham, Alabama, and past President of 
the National Retail Credit Association, is in South High- 
lands Infirmary, that city, with a heart condition. He 
will be there until about the middle of June, and will 
then recuperate at home for a month. We know that 
Leo would be glad to hear from his many friends through- 
out the United States and Canada. 


District Nine at Salt Lake City 


Members of the Ninth District of the National Retail 
Credit Association, who attended the annual Conference 
at Salt Lake City, Utah, April 20-22, were rewarded 
with a most interesting and well-planned program, the 
success of which was justified. Officers and directors 
elected for the ensuing year are: President, Whitney F. 
Warden, Ashley Lumber Company, Pueblo, Colo. ; Vice- 
President, F. T. Leonard, Daniels & Fishers Stores Co., 
Denver, Colo.; and Secretary-Treasurer, Giles F. Foley, 
Denver National Bank, Denver, Colo. Directors: Ray- 
mond S. Stein, Department of Public Utilities, Colorado 
Springs, Colo.; Harold Symons, Harold M. Symons Auto 
Co., Cheyenne, Wyo.; E. L. Carney, Gallup Mercantile 
Co., Gallup, New Mexico; Chris Jensen, Crews-Beggs 
D. G. Co., Pueblo, Colo.; L. W. Underwood, Utah 
Power & Light Co., Ogden, Utah; and Roderick E. 
Langton, Salt Lake Tribune Publishing Co., Salt Lake 
City, Utah. 
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Reagan New National Director of District Four 

Hugh L. Reagan, Credit Manager, Cain-Sloan Co., 
Nashville, Tenn., was elected National Director for Dis- 
trict Four of the National Retail 
Credit Association at the annual 
meeting of Districts Three and Four 
held at Savannah, Ga., April 13-16. 
He attended Vanderbilt University 
and has been Credit: Manager of 
the Cain-Sloan Co., for the past 
fifteen years. He has also been a 
member of the Board. of Directors 
of the Nashville Retail Credit Bureau 
for the same length of time. He is past President of 
the Nashville Retail Credit Bureau and the Nashville 
Retail Credit Association. 


District One at Swampscott 


At a successful meeting of District One held May 
7 and 8, at Swampscott, Massachusetts, the following 
officers and directors were reelected for the ensuing 
year: President, John F. Madden, Chandler & Company, 
Boston, Mass.; Vice-President, Joel J. Pincus, The 
Outlet Company, Providence, R. I.; and Secretary- 
Treasurer, Philip J. Murphy, Credit Reporting Bureau, 
Worcester, Mass. Directors: Wm. Bronkhorst, Wise- 
Smith and Company, Hartford, Conn. ; Chas. E. Donilon, 
The Boston Store, Providence, R. I.; Harold P. 
Lawrence, B. Peck Co., Lewiston, Me.; Louis T. 
McMahon, Wm. Filene’s Sons Company, Boston, Mass. ; 
and R. R. McNall, Geo. S. Blodgett Company, Burling- 
ton, Vt. John T. Cambia, The Shepard Stores, 
Providence, R. I., was elected National Director, and 
John F. Madden, Alternate National Director. 





Kant Editorial Decries Easy Terms 

Erwin Kant, President of the National Retail Credit 
Association, in an address before the Wisconsin Furniture 
Dealers at Milwaukee, recently, discussed installment 
selling and stressed the point that adequate down pay- 
ments and reasonable payment periods are good for both 
merchants and customers. This talk was the subject of a 
lengthy editorial printed in The Milwaukee Journal. 


ACCOUNTANT-CONTROLLER: 17 years’ experience in 
large department store. Desires to change position to one 
with greater possibilities for advancement. Thorough 
knowledge of controls, accounting, systems, routine, etc. 
Experience covers entire range of operations and func- 
tions. Address Box 61, Crepir Wor .p. 

CREDIT AND COLLECTION MANAGER: One and one- 
half years’ experience in credits and collections. Also 
legal, banking, and escrow experience. Holds LL.B. 
degree and member of State Bar. Age 29. Anxious to 
learn and willing to start in a minor capacity. Address 


Box 62, Crepir Wor Lp. 
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DEPARTMENT STORES | DEPARTMENT STORES WOMEN’S SPECIALTY FURNITURE STO} 
DISTRICT (Open . Accounts) (Installment Accounts) STORES (Installment Account 
td : 1941 1940 194 | 1940 194| 19.40 194 - 
AV HI. | LO AV HI LO AV HI. LO AV HI me) AV HI me) AV HI “LO AV HI. LO AV H 
Boston, Mass.” 51.070 6! 47.1 18.4;286139 505544428 
Lynn, Mass. 54 5'580/4 52 4/52 639.4433 8/38 1/29 5)342/39 5) 289 195 214/17.7)17.8\24 
| Springfield, Mass 56 8/607 |53.0}560 602/51 8414 64, 1301146)16.6)11.5155 5|61.3'49.7 1548/59 6 500 - 
Worcester, Mass 44 0'489'4351462)51 5;439]200/231,/170)195/22 4) 166142 9'460'4!171427/430 412 
Providence, R. I 47 0|66 6 404/497) 63.8) 42 1.9 a 
New York City 48 5|565/41°0149.2)544/41 0319 4)275 13 3]! 7 8)302)12.9}468 |55 4\41 7/464'55.5\407 
Syracuse, N. Y 4151424 41. 2}404,41.7/39.9}1¢ 21.8)1351174/19.4) 159 410 423 
2 Utica, N.- Y. 255\25:7)| 250 33. 5'34.0/29.0 
Pittsburgh, Pa 5 4/487 396144 1/479 '3604173/23.5\13 6)16.6\207) 12.71449'487'39 6)42 6| 479 360 
Reading, Pa 56 8 (569/56 8/56 | |56.9|553 17.7 208 470 60.0 10.1 }10°2)10.0 
Washington, D.°C 415'480/35 11425) 478/34 13156/194)123)15 4/178 )127 | 
3 Baltimore, Md 42 348.4134 5144 4; 52 3\3681175' 267 2117 5|\248 01386 |40.7/369)41 7/45.2)\357 
Huntington, W. Va 56.9'598'5401580'608/552 3 165 5)11.9113.0115 7|10.4 134.3 |357/33.0133 8/38 4|\292 94 ~ 
4 Birmingham, Ala 41:0'444/361141.3) 440/34 2116.4)18 6) 14.0])173)18 8114 6]41 4/450\37 8}450/490\429 119}13 
Atlanta, Ga. 32 50/26 91305)33.7/254]) 129) 14 0) 12 0]13 4.4}122932 2/35 31275|31 81345\'2941 98 |98|98 | 96) 9 
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How Much 
Is a 3U-Uay 


Account Worth? 


One of the best known controllers of a 
well-known department store was asked by his superior, 
“What can we afford to pay for a new charge account?” 
This controller was not given to snap judgments, so he 
dug into endless records and deliberated no end. His 
reply definitely intrigued me; undoubtedly it will surprise 
you. “We can afford to pay anywhere from $1.00 to 
$300.00 for a 30-day charge account,” replied the con- 
troller. Don’t be startled! Let’s examine his reasoning. 
He said, “Our average charge customer buys approxi- 
mately $200.00 worth of merchandise from us a year. A 
careful analysis of our records shows that the life span of 
our accounts—their period of constant activity—is eleven 
years. Obviously, the potential business our store will 
enjoy from each new charge customer added, will be 
$2,200.00. Since we employ a normal mark-up, and_half 
of that may be applied to fixed charges attached to doing 
business, I am not overstating the estimated value in dol- 
lars and cents.” 

The controller further explained he would not pay 
$300.00 and not necessarily even $5.00 for a new charge 
customer. He did express an extreme viewpoint, but 
this statement born of thirty years’ 
experience in stores with volume 
ranging from one million to thirty- 
five million dollars, gives us food 
for thought. In short, this con- 
troller felt that a new customer is 
worth something near its equivalent 
in potential profit and prestige, over 
its life span. 

Although an actual case, this is, 
of course, above the average. In 
very few stores will the average 
charge customer spend much more 
than $100.00 a year, and the aver- 
age life of an account is estimated 
to be eight years. What does stand 
out is the reasoning of the con- 
troller. To the average depart- 
ment, or specialty store, there is no 
potential profit of $300.00 for an 
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new account will be worth the approximate equivalent 
of the total mark-up, less the fixed (known) costs of 
doing business, for as long as it is on the charge ledgers. 
So that we do not lose our perspective, let us multiply 
that by an estimated increase of five thousand new ac- 
counts annually. We now have an increased potential 
of four million dollars in volume and what that increased 
volume means in terms of profit. It is important to see 
the picture in this sharp light. Both volume and profit 
will constantly increase as new 30-day accounts are added. 

We will gloss over the possible dislocation of the de- 
sired ratio of charge to cash. Normal mortality among 
charge accounts always serves as a safety valve. Thus 
we set forth the acquisition of approximately five thou- 
sand new accounts annually as an ideal sustained pro- 
gram for the average sized department store. It is true 
that the profits we speak of are gross and not the usual 
two to four or five (rarely higher) per cent net. All 
store officials agree that the acquisition of new accounts 
must be considered in the larger light of a permanent 
asset, almost as the acquisition of a business machine, a 
new store front, or a plant addition. Hence, unlike a 
promotion, merchandise or otherwise, new accounts need 
not necessarily use net profit as a 
measuring rod. Rather, in the opin- 
ion of most credit men and con- 
trollers, the acquisition of a new 
30-day account must theoretically 
be amortized over its normal eight- 
year life span as a charge customer. 

Let us consider the value to the 
store of a new charge customer, 
compared to the usual acquisition 
cost. The value of the new account 
and the cost of acquisition, placed 
in direct comparison, are largely 
disproportionate. How much should 
a new open (30-day) account cost? 
It must be pointed out that when 
we say a new customer, we mean 
one on the books and buying with 
regularity, rather than just another 
name gotten out of a good list or 





average charge customer. There <‘‘phe potential business a store will an indifferent directory and added 
is, however, a reasonable assurance enjoy from a new charge customer will to the records. 


that other things being equal the be approximately $200.00 annually.’’ 


The cost of a new account must 
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vary according to the method: of acquisition. If Mrs. 
Jones walks into your office, the only expense is that of a 
credit bureau report. If she does not, then we must go 
out and seek the many thousands of Mrs. Jones’ whose 
names would lend prestige and profit to us. Thus, the 
method is all important, and there are numerous ones. 
Actually there are only four basic methods: direct-by- 
mail, store-wide, dramatic community appeals, and per- 
sonal solicitation. Each method is good and each has 
its place. Which is best is not a too readily related part 
of this subject. Relative cost of obtaining a new account 
is the immediate concern. 


Effective Methods of Securing New Accounts 


It is obviously easy to send one a letter, even a good 
one. The immediate cost of the acquiring of a good 
name, to whom to send the letter, plus the cost of sta- 
tionery and postage also is not too high. The total costs 
are large, however, since the percentage of net return 
from this type of solicitation is invariably very low. 
Dramatic or community appeals have been abandoned 
of late. 


The store-wide method is the employee contest method. 
Stores sometimes give the employee from twenty-five cents 
to one dollar for each accepted account. There are 
many potentials for good and evil in this method. It is 
not expensive, but it cannot be sustained for too long a 
period. The results are invariably none too good. 


Then there is personal solicitation. There is something 
direct and forthright about this method. It permits of the 
highest degree of selectivity. It brings the message to 
Mrs. Jones in human terms and with a human quality. 
It errs, however, when it becomes stereotyped. The de- 


gree that personal solicitation can be shut off or turned _ 


on is limitless. A consumer research organization that 
has become the leading specialist in the field, has continued 
operating with a field force for a period of ten years for 
one department store and in one community. In another 
instance its records show the staggering figure of forty 
thousand new accounts added annually for a department 
store. But above all, the intrinsic value of personal 
solicitation lies in the “plus” values it offers the store. 
The establishment of good will, the restoring of inactive 
accounts to activity, the cash business promoted, and 
added traffic, are only some of the intriguing and whole- 
some by-products. 


New Charge Customers Have More 
Than Dollars and Cents Value 


The new charge customer, however, must be valued 
even beyond the question of worth and cost. The charge 
customer is the very life blood, not alone of the depart- 
ment store but of all modern day retailing. A new ac- 
count offers potentials to the store in the way of added 
loyalty, the spread of good will, of prestige, of increased 
cash as well as charge business, and above all of added 
trafic. Hence, anything that it may cost you to add a 
new charge customer, short of a predictable loss, would 
be decidedly worth while. 


W hat then is a thirty-day account worth? It is worth 
all of the possibility for profit and prestige it has for 
your store. It is your assurance of a happy growth and 
your guarantee for a long life. It is decidedly worth 
twenty times what it costs to acquire. 
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Sales and Collection Trends 


April, 1941, vs. April, 1940 


Compiled by Research Division, National Retail 
Credit Association 


Arthur H. Hert, Research Director 
(Sas SALES increased 6.1 per cent during 


April; total sales 14.2 per cent; and collections 
3.1 per cent, in the United States and Canada as 
compared with April, 1940. These increases were 
attributed to the fact that more people are steadily em- 
ployed in connection with preparations for the defense 
program. 
Highlights of the monthly analysis are shown in the 
tables below: 
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Highlights for April 
50 Cities reporting. 
18,948 Retail stores represented. 
COLLECTIONS 
34 Cities reported increases. 
3.1% Was the average increase for all cities. 


37.7% Was the greatest increase (Charlotte, N. C.) 
1 City reported no change (Torrington, 
Wyo.) 
15 Cities reported decreases. 
3.5% Was the greatest decrease (San Antonio, 
Texas). 
CREDIT SALES 
39 Cities reported increases. 
6.1% Was the average increase for all cities. 
37.0% Was the greatest increase (Charleston, 
W. Va.) 
1 City reported no change (Torrington, 
Wyo.) 
10 Cities reported decreases. 
2.9% Was the greatest decrease (Beaumont, 
Texas). 


TOTAL SALES 


48 Cities reported increases. 
14.2% Was the average increase for all cities. 
38.7% Was the greatest increase (Dayton, Ohio). 


1 City reported no change (Torrington, 
Wyo.) 

1 City reported a decrease (2.0%, Sheridan, 
Wyo.) 
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One very important consideration in the 


extension of credit is, naturally, the means available of 
making collection after credit has been extended. There- 
fore, any new legislation which affects such means of 
collection, or of enforcing collection, must, of course, be 
given serious consideration by the granter of the credit. 
He may find it necessary to make some change in the 
manner in which he had theretofore exterided credit as 
regards the class of customers affected by the new legis- 
lation. This is very true with regard to any new legis- 
lative exemption or moratorium and similarly, it is en- 
tirely true with regard to any special form of relief af- 
forded any group, such as is provided in the Soldiers’ and 
Sailors’ Civil Relief Act of 1940. 

Since passage of the Act, I have found it necessary to 
make a thorough study and analysis of its provisions. For 
the purpose of a talk which I gave on this subject at the 
Retail Credit Conference at Sacramento, California, a 
few weeks ago, and for previous talks which I have given 
on the subject before credit managers, I was particularly 
concerned with those provisions of the Act which largely 
affect the average credit manager. This article, there- 
fore, dwells chiefly on those provisions of the Act in 
which the readers of The Crepir Wor Lp are principally 
interested. 

The 1940 Act has few differences from that of the 
1918 Law which was several times held constitutional. 
The effective date of the present Law was October 17, 
1940, and is to terminate on May 15, 1945, unless this 
country goes into war before that date. In such case it 
shall remain in effect until six months after the end of 
such war. The Act covers the civil rights as well as 
obligations of all persons in any branch of the military 
service, and applies to all territory under the jurisdiction 
of the United States. This point alone is one on which 
there has been a great deal of confusion, inasmuch as 
many people have thought that it applied only to those 
called under the Selective Service Act, and others have 
thought that it applied to only those under a certain rank. 
This, however, is not true; it does apply to all persons 
in the military service. Not only this, but it extends to 
all such persons, whether they are on active duty, or in 
training, or being educated under the supervision of the 


As Analyzed From a 
Credit and Collection Aspect 


United States prior to induction into the military service. 
Another point that many have not realized is that it also 
applies to women in applicable cases. These would in- 
clude registered nurses, members of the Voluntary Re- 
serve, and members of the Naval Reserve. Therefore, in 
looking at your credit applications, you cannot auto- 
matically eliminate all women from the prospect of being 
included under the provisions of the Relief Act. 

As regards the length of time it affects any particular 
individual, the Act provides that it shall begin with the 
date of approval of the Act as regards persons in active 
service at that date; for persons entering active service 
after such date, it begins with the date of entering active 
service. Furthermore, the termination is provided as 
being with the date of discharge from active service, or 
death in active service, but in no case, later than the date 
when this Act ceases to be in force. It is further pro- 
vided that the provisions of the Act are to be enforced 
in all State and Federal Courts having jurisdiction, 
through the usual forms and procedure obtaining therein, 
or under such regulations as they may prescribe. 

Now, let us consider some of the more important spe- 
cific provisions of the Act which will affect your activi- 
ties as regards credit extension and collection. Section 
200 of the Act, in effect prohibits the entry of a default 
judgment against a person in the military service. A 
plaintiff, before proceeding to take judgment by default, 
is required to file an affidavit setting forth facts, showing 
that the defendant is not in military service. If unable to 
do so, he must, in lieu thereof, file an affidavit showing 
that the defendant is in the service, or that he cannot 
determine the fact one way or the other. Unless the 
affidavit specifies that the defendant is not in the service, 
judgment may not be entered without specific order of 
Court directing its entry. Furthermore, the Court is 
limited and cannot enter such order if the defendant is 
in the service, until the Court has appointed an Attorney 
for him. Actually, the power of that Attorney is very 
limited, inasmuch as no such Attorney appointed by the 
Court for a defendant in the service has the power to 
waive any rights of such defendant or to bind him by 
his acts. On such basis, the normal procedure between 
Attorneys of stipulating to certain points and in some 
cases, where advisable, even stipulating to the entry of 
judgment, cannot be followed. The conclusion, there- 
fore, which must be drawn is that on the usual open 
book accounts, it will be impossible to obtain judgments 
and therefore to effect collection through suit against a 
defendant who is in the service. 

In addition to this, during the period of service, or 
within sixty days thereafter, the Court is given discretion 
to stay any judicial proceedings involving a person in 
military service at any stage of such proceedings. Fur- 
thermore, the Court may stay the execution of any judg- 
ment or order taken against defendant or vacate or sta 
any attachment or garnishment of his property, money or 
debts for the period of military service and three months 
thereafter. It is to be noted that there is no restriction 
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on the levying of a garnishment or attachment against a 
person in the military service in such States where such 
procedure is permitted, but from a practical standpoint, 
there would not appear to be any great benefit in mak- 
ing such a levy, excepting in very isolated instances. The 
reason is, of course, that it would be generally impossible 
to get a judgment under any circumstances, and in addi- 
tion to that, the Act thus invests in the Court discretion- 
ary power to vacate or stay any attachment or garnish- 
ment, and to stay the execution of any judgment upon 
an application made to the Court by or in behalf of the 
defendant in military service, or as a matter of fact, the 
Court may take such action on its own motion. The 
Court, under the provisions of this particular section, has 
the right to consider whether or not the ability of the 
defendant to comply with the judgment or order entered 
or sought, is materially affected by reason of his mili- 
tary service. One point which arose several times under 
the 1918 Act and which will unquestionably arise under 
the present Act is the situation where, through inadver- 
tence, a judgment was entered against a defendant with- 
out the affidavit being filed either that he was, or was 
not in military service. In several such cases where it 
was determined that the defendants were not in military 
service and were not entitled to the benefits of the pro- 
visions of the Act at the time judgment was entered, the 
Courts permitted the judgment to stand on the theory 
that the defendants were not in any way injured, and 
were not entitled to the benefits of the Act. However, 
simply as an indication that the provisions of the Act re- 
quiring the affidavit should not be taken lightly, there is 
a specific provision under the present Act providing that 
any person who shall make or use the affidavit, knowing 
it to be false, shall be guilty of a misdemeanor and shall 
be punishable by imprisonment not to exceed one year, or 
by fine not to exceed $1,000.00, or both. 


Another very important provision of the Act has to 


do with parties secondarily liable on any obligation. The - 


applicable provisions are contained in Section 103 of the 
Act and are as follows: 


1. Whenever pursuant to any of the provisions of this 
Act the enforcement of any obligation or liability, the 
prosecution of any suit or proceeding, the entry or en- 
forcement of any order, writ, judgment, or decree, or 
the performance of any other act, may be stayed, post- 
poned, or suspended, such stay, 
postponement, or suspension may, 


is executed by a corporation. One beneficial provision 
of the Act from the standpoint of the creditor is that the 
statute of limitations is automatically extended for the 
bringing of action for the period of time during which 
the defendant is in the military service. This provision 
is simply one of fairness and justness to the creditor, be- 
cause from a practical standpoint, the creditor is in gen- 
eral prevented from exercising his right during the time 
the debtor is in the military service. It would, there- 
fore, be an unfair penalty to the creditor if that time 
were to be included in the time allowed for him to 
proceed with suit. 

Installment sales and transactions are considered under 
Sections 301, 302 and 303 of the Act. Section 301 con- 
siders contracts for the sale of real or personal property 
by which title is reserved in the seller until full payment 
is made. Included here, for example, is the conditional 
sales contract and the lease or bailment contract con- 
taining an option to purchase after payment of a certain 
amount of rental. This section is provided to cover such 
contracts on which a deposit or installment was paid 
prior to October 17, 1940, by persons who thereafter 
became entitled to the benefits of the Act by entering 
military service. Regardless of the provisions of the con- 
tract entered into, the seller cannot repossess the prop- 
erty without a written agreement allowing the repos- 
session and it is provided that the written agreement 
must be signed by the purchaser, subsequent to the execu- 
tion of the original contract of sale, and during or after 
the military service of the customer. Failing, in such 
supplementary agreement, the seller cannot terminate the 
contract or resume possession of the property without 
suit; and in such case, the Court may require the seller 
to refund any part, or all, of any payments which were 
previously made. Upon the filing of such suit, the Court 
has the same power to defer proceedings during the mili- 
tary service of the individual as the Court has on un- 
secured indebtedness. 


Section 302 considers mortgages, trust deeds, or other 
security in the nature of a mortgage upon real or per- 
sonal property owned by a person in military service at 
the commencement of the period of the military service 
and still so owned by him. This, of course, includes the 
chattel mortgage. This section specifically applies only 

to obligations originating prior to 





in the discretion of the Court, like- 
wise be granted to sureties, guar- 
antors, endorsers, and others sub- 
ject to the obligation or liability, 
the performance or enforcement of 
which is stayed, postponed, or sus- 
pended. 

2. When a judgment or decree 
is vacated or set aside in whole or 
in part, as provided in this Act, 
the same may, in the discretion of 
the Court, likewise be set aside 
and vacated as to any surety, guar- 
antor, endorser, or other person 
liable upon the contract or liability 
for the enforcemert of which the 
judgment or decree was entered. 


Furthermore, it is provided that 
the term “‘person” when used in the 
act as applying to someone second- 
arily liable, shall include individuals, 
partnerships, corporations, and any 
other form of business associations. 
This is, of course, a sweeping meas- 
ure, as it means that you cannot rely 
upon a guarantee, even if the same 
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Editor’s Note 


Originally presented before the 
Petrolewm Group at the Eighth 
Annual Conference of the Re- 
tail Credit Granters of Cali- 
fornia at Sacramento, April 20- 
22, 1941, this talk met with such 
enthusiasm that the Chairman 
of this Group, A. D. McIntosh, 
General Credit Manager, Gen- 
eral Petroleum Corp., Los An- 
geles, suggested that Mr. Romer 
present it at one of the General 
Sessions. In addition, at the re- 
quest of the Banking and Fi- 
nance Group, Mr. Romer spent 
an entire afternoon in discus- 
sing it with them. 
the unanimous interest it 
created it was felt that it should 
be shared with the readers of 
The Crepit Wor.p. 


October 17, 1940. The persons af- 
fected, however, are not only those 
who were in military service prior 
to the effective date of the Act, but 
also those who entered military serv- 
ice after the passage of the Act. The 
governing point, however, is that the 
obligation should have been incurred 
prior to the date of the Act. In all 
such cases falling under the provi- 
sions of this Section, the Court has 
great discretionary powers to stay all 
proceedings for foreclosure, etc. 
Quite a different situation exists 
with regard to Section 303, which is 
the one governing purchase money 
liens, whether mortgage, conditional 
sales contract, lease or’ bailment on 
motor vehicles, tractors, and acces- 
sories. This section provides that no 
Court shall stay proceedings to re- 
sume possession or for an order of 
sale, unless 50% or more of the 
purchase price has been paid. ‘The 
Court, however, may require the 
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plaintiff to post a bond to in- 
demnify the defendant against 
any loss that he might sustain, 
should he subsequently have 
such judgment or order set 
aside. Where less than 50% 
has been paid, the holder of 
the title or lien may effect re- 
possession througu the filing of 
a replevin action. It appears 
that some very logical reason- 
ing was applied to the provi- 
sions of this section. Careful 
consideration was unquestion- 
ably given to the fact that an 
automobile depreciates so rapidly that if its repossession 
were deferred for a period of a year without any pay- 
ments being made, then at the end of that time, when 
the purchaser was no longer in military service, he 
might owe a considerably larger balance on the car than 
he might, at that time, have to pay for a similar car. 
Therefore, the benefit actually is again for the man who 
is in the service, and really protects him. It is my 
opinion that where less than 50% of the purchase price 
has been paid, the finance company or bank has no right 
whatever to effect repossession excepting through the 
filing of an action in Court. 

Let us further consider Section 302 of the Act which 
has to do with enforcement of mortgages and deeds of 
trust upon real or personal property. The relief against 
enforcement is extended only in reference to obligations 
incurred prior to October 17, 1940. The reason for this, 
of course, is to facilitate borrowing and homebuilding 
on the part of young men eligible for service, but not 
called up, who otherwise might experience difficulty if 
the lender should be subject to these limitations. The 
intent, therefore, is to free credit where the security 
consists of a mortgage upon real or personal property 
owned by a person in military service at the commence- 
ment of the period of military service and still so owned 
by him, where the obligation originated subsequent to 
the date of the approval of the Act; namely, October 17, 
1940. 

There is somewhat of a diversity of opinion as to 
whether or not Sections 301, 302 and 303 apply only 
to obligations originating prior to October 17, 1940. 
Very clearly Section 302, by its provisions, does apply 
only to obligations originating prior to October 17, 1940. 
As regards the other two sections; namely, Section 301 
and Section 302, I would very much hesitate to give 
an interpretation to the effect that an installment seller 
could retake possession of the property without suit. 
Even if one should lean to that interpretation, it is cer- 
tain that the provisions of the act coming under the 
general relief sections would still be available to the 
person in military service, regardless of whether the 
articles were purchased prior to, or subsequent to the 
effective date of the Act. Therefore, from a practical 
standpoint my interpretation is that it narrows down 
to this: If the contract was executed subsequent to 
October 17, 1940 and the man in military service wished 
to voluntarily permit repossession, there would apparently 
be no objection. However, if he was not so agreeable, 
a suit would have to be filed and in such suit, the plaintiff 
would not normally be able to get a judgment because 
he would still have to file an affidavit showing the 
defendant was not in military service. Therefore, from 
a practical standpoint, the result is the same. I simply 
mention the foregoing, however, because you have already 
heard, or will hear a diversity of opinion as to just what 
these three provisions mean, and it would be well to 
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have in mind that the argument is really meaningless 
because in the final analysis, no repossession can safely 
be effected against the will of the individual in service, 
without filing suit and he could then apply for a stay 
of proceedings until the period of the defendant’s military 
service should be terminated. It would be well, also, 
to consider what would constitute permission to make 
voluntary repossession. Clearly, if the man was not in 
military service, the seller would not be bound by the 
provisions of the Act. The seller, however, should be 
very careful to fully satisfy himself that the purchaser 
is not in the military service. Even in such case, the 
seller would not be safe in taking a written instruction 
from the purchaser to repossess and then not act upon 
that instruction until after the man was in military 
service. Clearly, this would be considered subterfuge. 
Therefore, in order to avoid any possibility of criticism, 
in such case, the seller would actually have to make his 
repossession prior to the time the purchaser entered the 
military service. Once the individual purchaser is in 
military service, there appears to be no doubt that the 
seller can effect repossession without suit provided that 
he first secures from the purchaser a written instruction 
and authorization to effect repossession because, in that 
way, the purchaser would be waiving his rights under 
the Act. Other than through the filing of a suit, this 
would appear to be the only absolutely safe procedure 
to follow in effecting repossession, regardless of whether 
the obligation was incurred prior or subsequent to October 
17, 1940. 

The analysis which I have given up until this point 
is with regard to those provisions of the Act which would 
be of particular interest to credit managers. However, 
it would probably be of some interest to touch very briefly 
upon two or three of the other provisions in connection 
with which an occasional situation may arise. For ex- 
ample, there is a provision preventing eviction of the 
dependants of a person in military service without leave 
of Court where the agreed rent for the dwelling does 
not exceed $80.00 per month. Upon such an applica- 
tion for eviction being made, the Court may, in its 
discretion, on its own 
motion, stay the evic- 
tion proceedings for a 
maximum period of 
three months, unless 
in the opinion 
of the Court, the 
ability of the tenant 
to pay the agreed rent 
is not. materially af- 
fected by reason of 
military service. Here 
again a provision is 
made to punish anyone 
knowingly taking part in any eviction excepting one 
conducted as above set forth by fining such person in a 
sum not exceeding $1000.00 and by imprisoning such 
person for a period of time not to exceed one year, or 
by either of such penalties. 


The Act also provides against the lapsing of life 
insurance policies of $5000.00 or less for nonpayment 
of premium during the period of military service of the 
individual or during one year after the expiration of such 
period. Provision, however, is made requiring the in- 
dividual, within one year after the termination of his 
period of military service, to pay to the insurance company 
all past due premiums, with interest at the rate provided 
in the policy for policy loans. The Act also grants an 


(Turn to ‘Soldiers’ and Sailors’ Act,” page 27.) 
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...A “give-and-take” page, wherein readers may ask — and 
answer — questions about their credit and collection problems 
and solve them in the laboratory of practical experience... 
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Co-worker Solicitation of Charge Accounts 


EW STORES HAVE VENTURED the taking of 
credit applications through other channels than the 
credit department. Of noticeable interest is the Co- 

W orker Solicitation Program which has proved successful 
for the Kresge Department Store of Newark, New Jersey, 
an outline of which is presented this month for the benefit 
of our Credit Clinic readers. 


Instead of the regular credit department application 
we use a special form following as closely as possible the 
sales check setup. This form is made to the size of the 
sales check, is padded fifteen forms to a pad, and can be 
kept right in the sales book. (See illustration.) 

While this form is not as complete as the regular credit 


department application, it is felt that since we are solicit-- 


ing the customer we cannot take the chance of offending 
by asking too many questions of a personal nature. These 
forms are sent in tubes to the authorization department, 
and are then turned over to the promotion department 
where they are cleared and the customer’s credit limit 
set. Notification is then sent to the customer in the 
same manner as though she had made application for the 
account at the credit office. 

The suggestion of a charge account is made by the 
clerk immediately after the customer answers the ques- 
tion, “Is this to be charged, please?” We do not say 
“Charge” or “C.O.D.” The suggestion is made with 
our own tested sentence, Have you ever enjoyed the con- 
venience of a charge account? ‘This is our tested sentence 
and it must be worded this way to have the answer give 
us the desired information. The answer to the tested 
question is either one of the following: 

Answer No. 1—Yes, I have an account at Blank’s, but have 
never opened one at Kresge’s. 

Answer No. 2—No, I have never used a charge account. 


The response to customer answer No. 1 is: 


So that a greater number of Kresge’s customers may enjoy 
our charge services, we have arranged to make the formality 
of a visit to our Credit Office unnecessary. I shall be glad to 
take your application and you will receive your notification 
through the mail. 


The response to customer answer No. 2 is as follows: 


The convenience of a charge account is such that once you 
have used one you will never be without it. It eliminates the 
necessity of carrying large sums of money, waiting for change, 
and staying home for C.O.D.’s. Our coin system permits tak- 
ing purchases without delay. This Kresge service is designed 
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to make shopping time more enjoyable. If you will stop at our 
7th floor they will be glad to take your application, and if you 
mention my name I shall receive credit for having opened your 
account. 


The account must be opened by the salesperson on/y 
when No. 1 answer is given. 
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New York Parking Facilities 


Delegates driving to the 29th Annual Conference, 
who have reservations at the Hotel New Yorker, may 
drive up to the door and turn their cars over to the door- 
man on duty. The daily rate for parking in the official 
garage of the hotel is $1.25. To summon a car all that 
is necessary is to call the bell captain or doorman and 
the car will be delivered to the door. 


District Eight at Fort Worth 


The Eighth District of the National Retail Credit 
Association, comprising the state of Texas, held their 
annual meeting at Fort Worth, May 18, 19, and 20, 
with 600 attending. Officers and directors elected for the 
ensuing year are: President, J. A. Hazlewood, Black- 
burn Brothers, Amarillo; First Vice-President, Francis 
Amsler, E. M. Scarbrough & Sons, Austin; Second Vice- 
President, E. H. (Red) Brown, Shudde Bros., Houston; 
and Secretary-Treasurer, J. E. R. Chilton, Jr., Mer- 
chants Retail Credit Association, Dallas. Directors: 
M. S. King, G. W. Haltom’s Jewelry Co., Fort Worth; 
E. C. Paxton, Dallas Power & Light Co., Dallas ; George 
Adams, S. L. Adams & Co., Beaumont; and Mike Wein- 
stein, Foley Bros., Houston. Holdover directors are: 
Arthur Boaz, Frost Bros., San Antonio; L. J. Burton, 
R. E. Cox D. G. Co., Waco; M. G. Goldstucker, E. S. 
Levy & Co., Galveston; T. E. Graham, First National 
Bank, Fort Worth; and Mrs. Georgia Humphries, Leon 
Gordon Jewelry Co., Houston. 


District Thirteen at Racine 


At the annual meeting of District 13, held May 18, 19, 
and 20, at Racine, Wisconsin, the following officers and 
directors were elected: President, Clarence J. Berner, 
Wisconsin Electric Power, Milwaukee, Wis. ; Vice-Presi- 
dent, J. C. Berens, The Boston Store of Chicago, Inc., 
Chicago, Ill.; and Secretary-Treasurer, C. L. McCalip, 
Peoria Merchants Association, Peoria, Ill. Directors: 


Mrs. Harriet Jewel, Robertson Bros. Co., South Bend, 
Ind.; Oscar Spletter, C. Niss & Sons, Inc., Milwaukee, 





Wis.; M. W. Youngs, Zahn Dry Goods Co., Racine, 
Wis.; and Louis Skinner, Indianapolis, Ind. Bernard 
D. Fuchs, Block & Kuhl Co., Peoria, Ill., was named 
National Director to succeed Ford R. Larrabee, resigned. 
Alternate National Director is Karl Haugen, Schlafer’s, 
Inc., Appleton, Wis. 


Omaha Association Elects New Officers 


At the annual meeting of the Associated Retail Credit 
Grantors of Omaha, the following officers were elected 
for the ensuing year: President, Harry O. Wrenn, 
Nebraska Clothing Co.; First Vice-President, Arnold F. 
Wallin, First National Bank; Second Vice-President, 
James F. Thomas, Schmoller and Mueller; Secretary, 
Allen T. Hupp, Associated Retailers; and Assistant Sec- 
retary, Earl Higgins, Associated Retail Credit Bureau. 
Directors: C. F. Basler, Kilpatrick’s; Edward K. Coch- 
ran, Wimsett System; Kate J. Mead, Berg Clothing 
Co.; Robert Page, North-West Bell Telephone Co.; 
L. A. Porter, Eppley Hotel Co.; James Silhasek, Chi- 
cago Lumber Co.; L. E. Christiansen, Sears, Roebuck 
and Co.; and Esther Ernst who will be Chairman of 
the Board of Directors. 


District Ten at Tacoma 


Pictured below are the newly elected officers, directors, 
and others from District Ten of the National Retail 
Credit Association, which District recently held a success- 
ful annual meeting at Tacoma, Wash., May 12, 13 and 
14. Lower row, left to right, Miss Lena Blum, Presi- 
dent, Credit Women’s Breakfast Clubs of the Pacific 
Northwest; Vice-President, R. T. Schatz, Washington 
Power Co., Spokane, Wash.; President, Wells J. Hunt- 
ley, Retail Service Bureau, Seattle, Wash.; Secretary- 
Treasurer, Thos. Downie, Retail Credit Grantors’ Bu- 
reau, Ltd., Vancouver, B. C.; and Walter A. Jensen, 
Field Secretary, Tenth District. Top row, left to right, 
are Directors: James Clarke; A. J. Lochrie, Miners 
National Bank, Butte, Mont.; Oliver M. Prentice, David 
Spencer, Ltd., Victoria, B. C.; Stuart Bliss, Wilson Auc- 
tion House, Portland, Ore. ; Thomas McCormick, Falk’s 
Mercantile Co., Ltd., Boise, 
Idaho; and Herbert J. Benson, 
Reliance Lumber Co., Tacoma, 
Wash., National Director, and 
retiring President. Other of- 
ficers and directors not shown 
in the picture, are: Bernard 
Murphy, Strain Brothers, Inc., 
Great Falls, Montana, and Jo- 
seph A. H. Dodd, Portland 
Gas & Coke Co., Portland, 
Ore., Alternate National Di- 
rector. Next year’s conference 
will be held in Seattle. 
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= Honors J. E. R. Chilton, Jr. 


(): SUNDAY EVENING, May 18, the Credit 





Bureau Managers and Retail Credit Managers 

of Texas gave, in the Crystal Ballroom of the 
Texas Hotel in Fort Worth, a Testimonial Dinner in 
honor of J. E. R. Chilton, Jr., President of the Asso- 
ciated Credit Bureaus of America. 

More than four hundred friends attended the dinner, 
which was held the day preceding the opening of the forty- 
first annual convention, in Fort Worth, of the Retail 
Merchants Association of Texas, Texas Retail Credit 
Bureaus, the Associated Retail Credit Men of Texas, and 
the Eighth District, National Retail Credit Association. 

J. Price Olive, President of the Associated Retail Credit 
Men of Texas, acted as Toastmaster at the dinner. The 
invocation was offered by Charles W. Hurley, General 
Manager, Retail Credit Exchange, Houston. The speak- 
ers were Horace Barnhart, Secretary-Manager, Retail 
Merchants Association, Austin, Texas, and past President 
of the Texas Retail Credit Bureaus; Lionel W. Bevan, 
Fort Worth, a past President of the Associated Retail 
Credit Men of Texas and Retail Merchants Association 
of Texas; Frank T. Caldwell, General Manager, Asso- 
ciated Credit Bureaus of America, St. Louis, Mo.; and 
Lindley S. Crowder, General Manager-Treasurer, Na- 
tional Retail Credit Association, St. Louis, Mo. George 
O. Wilson, Attorney of Dallas and former schoolmate of 
Mr. Chilton, delivered the eulogy of the occasion with his 
address, “The Man—James Edward Robert Chilton, Jr.” 





Mr. Olive presented an engraved gold and silver plaque ° 


to Mr. Chilton on behalf of the organizations honoring 
him at the dinner. Hundreds of congratulatory messages 
and letters were received from friends throughout the 
United States and Canada. 

Guests included all presidents and past presidents of 
the Associated Retail Credit Men of Texas, the Retail 
Merchants Association of Texas, the Texas Retail Credit 
Bureaus, Inc., members of these organizations, members 
of the Dallas Retail Credit Men’s Association, other dele- 
gates to the convention, and close personal friends of Mr. 
Chilton. 

Among the out-of-state guests were Mr. L. S. Gilbert, 
Atlanta, Georgia; Mr. E. F. Higgins, New York City; 
Mr. A. S. Pollard, Shreveport, Louisiana; and Mr. E. A. 


Uffman, St. Louis, Missouri. 


Speakers Praise Work 


Mr. Barnhart expressed the appreciation of the Texas 
Bureau Managers for Mr. Chilton’s part in the progress 
of that organization. His work as Secretary of the Asso- 
ciated Retail Credit Men of Texas was reviewed by Mr. 
Bevan. Mr. Caldwell told of his contributions to the Asso- 
ciated Credit Bureaus of America, and Mr. Crowder spoke 
of him as a national figure in the retail credit profession. 

The last on the program to speak, Mr. Chilton gave the 
credit for this honor to the splendid group of credit men 
and women with whom he has been associated, conclud- 
ing his response with this well-known thought: “A man 
may live without a brother, but not without friends.”’ 
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“Soldiers’ and Sailors’ Act” 


(Continued from page 24) 








extension of time for the payment of taxes by a person 
in military service, and provides that the only penalty 
shall be interest at the rate of six percentum per annum 
from the due date of such taxes. In the event of a tax 
sale, the Court may stay proceedings for a period of not 
more than six months after the termination of the military 
service of the individual. From the foregoing, it can 
readily be seen that in many instances, the person in 
military service will have a great deal to pay within 
one year after the termination of his military service. 

Through decisions of Courts under the 1918 Act, 
some precedence, of course, has been established as to 
what Courts will probably do when various situations 
come before them under the present Act. One of the 
better known of such cases stated that the Act is a 
species of legislation that should be construed broadly 
and liberally, in order most fully to accomplish its 
avowed object. To ascertain its avowed object it is 
only necessary to refer to the Act itself wherein it is 
provided that the reason for the existence of the Act is 
to suspend enforcement of civil liabilities of persons 
in the military service of the United States in order to 
enable such persons to devote their entire energy to the 
defense needs of the nation. 

After a number of situations arising under the present 
Act have been made the subject of decisions by Courts, 
then we shall all know the exact interpretation given by 
those Courts to the various Sections of the Act. It is quite 
conceivable that, as time goes on, there will be new and 
different interpretations. 
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Progress 
Through Credit Control 


CLYDE C. KORTZ 








General Credit Manager, The Higbee Company, Cleveland, Ohio 
Chairman, Research Committee, National Retail Credit Association 


Retail credit and its control are not 
new, credit usage having been traced back over forty-five 
hundred years, and elements of control doubtless have 
always been exerted in its connection. Control is some- 
thing which everyone uses constantly and in many differ- 
ent ways. It has to do with everybody and everything 
and has been brought into play by all of us ever since 
the time that we were first capable of recognizing and 
appreciating differences. Its benefits are manifest and 
unquestioned, and the history of its use is about the 
same as the story of progress. 


Control has been defined as the bringing to bear of 
influences in a directing and beneficial manner, which 


explanation not only tells the story quite well, but also. 


implies that control has to do with the fullest achieve- 
ment of most desirable results, their maintenance, and 
improvements where possible. It has to do not only with 
any matter as a whole, but also with all of its various 
parts, with the working vehicles at hand with respect to 
that particular matter, with their disposition, their use, 
with all viewpoints, and with all effects. Inspiration for 
its use is in the fact that there are better ways in which 
to do things, and that better and still better results are 
always a possibility. 

Credit is strongly promotional, its services and bene- 
fits being numerous. It permits of the immediate pos- 
session, and enjoyment of commodities the purchase of 
which would otherwise have to be deferred to some later 
time, and some of which would not be realized at all. 
This convenience helps along not only the large number 
of consumers who participate in these transac- 
tions, but it also helps the entire field of busi- 
ness, for the sooner the use of any article is 
started, the sooner its usable life is spent, and 
it will be subject to replacement. This, to- 
gether with the fact that desired replacements 
can be and are made more frequently when 
credit arrangements are available, enhances the 
whole industry with respect to the commodi- 
ties involved. Through credit, more users can 
be sold to, and also through it more items can 
be sold to each user. The selling of large 
unit home requirements on the installment 
plan, when such transactions are kept reason- 
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ably within the buyer’s financial capacity, are “‘progress- 
making” through being a means of enforced savings. 

Impromptu selections of merchandise may be made 
through credit, which on some occasions, are benefits to 
customers through their obtaining needs of the immediate 
moment, while at other times, substantial economies may 
be effected through their being able to take full advantage 
of special values that are being offered only for the day, 
or for some quite limited period of time. Transactions 
based on a later time for payment, permit of the enjoy- 
ment of better grades of merchandise, and so provide for 
the store the greatest possibility for selling-up. 

The use of credit permits of conveniences in connec- 
tion with the delivery of merchandise, packages being left 
at their addresses, irrespective of whether customers are 
at home at the time that the delivery is made. The store 
saves appreciably in this respect too through the elimina- 
tion of attempted deliveries. Its use facilitates shopping 
by telephone and by mail, and this, when coupled together 
with the delivery convenience is a still greater con- 
venience. It causes sales to be more constant throughout 
the week and the month, as, on the cash basis, buying 
peaks and lulls are experienced in accordance with the 
frequency of pay days. The modification of these buying 
peaks, and their attendant intervals of dull periods pro- 
vides a substantial saving to a store in personnel expense, 
and it also permits of better general service. ‘Through 
account records a customer’s responsibility is more defi- 
nitely established and measured. This is a desirable thing 
to both customers and stores, and is helpful to both. 


Credit Has Many Uses 


The use of credit through creating greater 
sales volume for the merchant, provides for the 
customer in turn, a wider range of merchandise 
from which to make her selections. A larger 
volume of sales reduces percentagewise the cost 
of all operations. It enhances a store’s prestige, 
in its community, and also in the market, and 
sometimes results in the obtaining of better lines 
of merchandise. Buying in larger amounts may 
create other opportunities for the merchant 
in the market. It permits too of greater earn- 
ings through the discounting of bills payable. 
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The use of credit develops a closer relationship between 
the customer and the merchant building good will, for 
a merchant who sells on a credit basis must have his mer- 
chandise right, as the customer has a chance to examine it, 
and to test it, prior to paying for it. This is a good 
influence on patrons, and nothing more fair could be held 
out to them. In this way credit helps also to build the 
merchant’s good services, and thus his reputation. Credit 
also facilitates the handling of exchanges and adjustments. 


Account Records—A Field for Research 


Account records are a dependable gauge of customer 
friendships and desirability. They provide a fine field for 
research as from them can be ascertained which members 
of the community use the store, which use only certain 
departments, and also those who have used, but have 
ceased to use, either the store or certain departments. 
Through accounts it can also be found in what centers 
geographically a store is progressing or sliding back. 

The obligations of a credit department are not con- 
fined just to those matters that have to do with the 
preservation of the store's assets, and to expense ratios, 
but it is also their important duty and objective to see to 
it that customers, the store, and the community, enjoy 
to the fullest possible measure, all of those benefits and 
good services that the elastic and prudent exercise of retail 
credit holds forth; to develop them further; to build and 
retain good will; and thereby to enhance the good name, 
and the good position, of the store. 

Details of the handling of retail credit can be divided 
into several classifications, as having to do with— 

1—Accounts in number. 
2—Account activity. 
3—Service. 


4—Collections. 
5—Costs. 


1. A large number of good accounts is a fine thing for 
a store to have. They bespeak acceptance of the store, 
they provide the greatest avenue of expansion, and they 
are stabilizing. As to what a good number of accounts 
may be, depends on the population of the particular trad- 
ing area. A thousand accounts in a small community 
might be a very good account coverage, although this 
would not be the case in a large one. With the known 
relative position of a store in number of accounts to the 
size of its community, the possibilities in this field are 
revealed. If the community is growing, the number of a 
store’s accounts should grow at least in ratio with it, in 
order to be reasonably felt that it is holding its own in 
this respect. General conditions, the community’s growth 
or decline, and the varying accounts ratio, tell this story. 
For the purpose of new account development programs, 
large communities can be broken down into areas by in- 
come, rental classifications, or however may be desired. 
The number of families in each of the aveas can be ascer- 
tained, as can be 





Active Accounts Desirable 


2. Account activity is the sequel of accounts in num- 
ber, for a large number of accounts can be a somewhat 
empty gesture, depending on the number of them that 
are being used, and to what extent. Measurements for 
account activity are the number of statements mailed, the 
number of accounts that are protractedly dormant for 
periods of maybe three to six months and more at a 
stretch, and the average amount of account usage during 
comparable periods of time. All three measurements go 
together to form a most complete picture of the situation, 
and the possibilities that may exist. 

All stores will experience account losses from causes 
which are beyond their control, such as through death, 
removals from the city, and from some customers who 
change back from credit usage to a cash basis. Mortality 
among accounts will be experienced too, because of severe 
delinquency, resulting perhaps in accounts being charged 
off. The inactivity of other accounts should be inquired 
into from the considerations of courtesy, appreciation, 
merchandise and service improvements, and more busi- 
ness. Such inquiries can be made through letters, phone 
calls, personal calls, or through any combination of these. 
Such promotional and control activities form the basis of 
a good control over service and merchandising, both com- 
missions and omissions. 

Accounts follow-up can be much worth while, and the 
fine results that some stores experience from efforts of 
the kind are very impressive. Active good accounts are 
desirable, whether they are new or renewed ones, and 
if the average number of active accounts does not main- 
tain, or show an agreeable increase, under all of the cir- 
cumstances incident to the position of the store, its oper- 
ations, and general conditions, an interesting and impor- 
tant problem is indicated. Variance in the average vol- 
ume of account usage calls for individual account study, 
and for such treatments as may be found desirable. <Ac- 
counts receivable records reflect in what departments, 
when, and how much, each customer buys, and many 
stores have good results from promotional efforts along 
this line. 


Valuable Results Through Credit Service 


3. Credit service brings into the considerations of con- 
trol, matters such as the location of the department, its 
layout, its physical appeal; the kinds of records used, 
their availability; personnel, the original and continued 
instruction of individuals and of the department as a 
group; organization of the department as to functions, 
reception, application taking, investigation of applications, 
acceptance and acknowledgment of new accounts, account 
ratings, filing, working limits, authorization, over-limits, 
form letters, collections, and supervision. 

The credit department should be as accessible as pos- 

sible to customer 





their names, and 
from that point on, 
there are a number 
of mediums through 
which new account 
solicitations can be 
successfully made in 
the development of 
new business. 
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trafic, from all 
parts of the store. 
It should be light, 
airy, and physically 
attractive. It should 
be spacious enough 
so that conversa- 
tions can be com- 
fortably held with 
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adequate privacy. Proper attention to these things has 
favorable effect physically and psychologically both on 
customers and on the personnel of the department. All 
such effects are of value. The department should be 
immediately adjacent to the Accounts Receivable records 
for best operations. Records should carry ample infor- 
mation and always be up to date in all respects. ‘They 
should be promptly available at all times. Work on 
them should be done basically on a regular schedule, as 
regularity of procedure has a good influence on results. 


Collecting the Account 


4. Collection programs are definitely started with the 
opening of accounts, because results in this depend so 
much on the understanding of each customer as to what 
account terms are. This is the easiest part of a good 
collection job, as customers in general, are honorable, 
cooperative, and fair, and it 


debt loss result can be enjoyed together with an elastic, 
cooperative, and a full good usage, of credit. Bad debt 
loss results to be more fully understood, should be con- 
sidered together with figures on applications rejected, 
charge sales turned down and credited, and with the 
amount of severe delinquency in current accounts receiv- 
able, as shown through the aging of those accounts. 


Cost of Handling Accounts 


5. Costs cut a lot of ice and have much to do with 
the greater amount of, and the most satisfactory usage of 
credit. They are measured in three ways, by their per- 
centage to the total of net charge sales, by cost per trans- 
action, and by cost per active account. Neither of the 
three methods in itself shows most adequately as to how 
costs compare, and therefore all three should be viewed 
together. 

The import of the percent 





is their wish to do their part 
fully and well. 

People today know about 
credit. They know that pay- 
ment terms are a necessary 
part of charge account pro- 
cedure. Many of them ap- 
preciate that the expectation 
of receiving payment at a cer- 
tain time is part of a store’s 
considerations in connection 
with the pricing of merchan- 
dise. They, in general, feel 


proper, and to be expected, in 
connection with extended pay- 
ment arrangements. Conse- 
quently, there is no adequately good reason for us either 
to be hesitant in making explanation of these things, or 
for our omitting to make them. 

Failure to explain terms at the time of taking an ap- 
plication, in account acknowledgment letters, or on state- 
ments, are fundamental mistakes. Terms can properly 
be set forth in any or all of these ways. Terms should 
be plainly set out on collection stationery, and should be 
gone into as part of conversations with customers regard- 
ing existing account delinquencies. 

Collection efforts should be made along constructive 
and cooperative lines, and this part of the credit program 
contains great possibilities for the further development of 
good public relations through understanding and helpful- 
ness to the greatest possible degree, consistent with fel- 
lowship and common sense. 

Monthly collection percentages vary among different 
stores. While a successful net operation can be achieved 
on any one of several monthly turnover rates, the slower 
payment of accounts does entail a higher cost of credit 
operations. Prompt follow-up of account delinquency 
will produce a faster turnover of accounts than other- 
wise, and will have favorable bearing on the matter of 
more severe past due accounts and eventual losses. Larger 
than the average amount of bad debt losses may not 
reflect liberality and progressiveness alone, it may also 
reflect some lack of care; nor does a less than average 
amount of bad debt losses necessarily signify inflexibility 
and a lacking in cooperation with customers. A low bad 
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to net charge sales may be 
varied either way, by the 
amount of the average sale 
for that year. Let’s take for 
example an increase of from 
$4.00 to $4.50. This larger 
average sale with the same 
number of transactions as in 
the preceding year, would 
provide a larger amount of 
sales by 12.5 per cent. It is 
just as easy for a credit de- 
partment to handle either of 
such average sales, and so, 
should there be the same num- 
ber of accounts to handle as 
well as transactions, our costs 
of operations percentagewise to sales would be one-eighth 
less, which fact by itself might cause us to feel that we 
were doing better with our operations, than was really 
the case. 





In conclusion I suggest: 


1—That enlarging upon the present volume of consumer 
distribution is desirable to all concerned, 

2—That such an enlargement seems feasible when we con- 
sider the large amount of leeway that exists between its 
present total volume and a fair saturation. 

3—That a greater usage of retail credit can be sound, on 
the basis of a reasonable expectation that the high degree of 
general integrity, such as has been evidenced heretofore 
throughout credit dealings, will be continued, 

4—That the possibility of retail credit playing an increas- 
ingly important part in a greater consumer distribution 
program, permits of substantial optimism when we consider 
that more than 90 per cent of business other than retailing 
has for years been successfully done on credit, whereas less 
than 40 per cent of retail sales are at present being made 
on this basis, 

5—That the importance of consumer credit and the 
weight of its usefulness in broadening and intensifying dis- 
tribution, is being acknowledged in ever widening circles. 

6—That merchants and the credit fraternity have the 
responsibility to see to it that all of us, consumers and 
managements alike, participate to the fullest possible extent 
in the good results to be had from a well organized and 
operated retail credit function in our respective stores and 
communities, 

7—That higher than necessary costs of operation are 
wasteful, and have adverse effect upon net profits, efficient 
service, and growth, and 

8—That the greater the use of retail credit and the less 
its cost, the more benefits will be derived, and the more 
important credit will become. 
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The BANKS Sit at Gur Tahle 


. . - eating alike the sweet fruit of profitable consumer business, or 






drinking out of the same cup of credit unwisely extended, with its 
consequent morning-after headaches of uncollectible accounts. 


FRANK T. CALDWELL* 


The ramifications of retail credit; that is, 
the relationship between the consumer and all who engage 
with him on any contractual basis, looking toward the 
repayment of money, goods or services, are much too 
broad to be encompassed in the mind of one individual. 
We believe in our line of work—credit reporting—that 
the foundation of all business, good and bad, rests on the 
relationship between the consumer and those with whom 
he deals on either a cash or a credit basis. On consumer 
relationship, therefore, depends the future of retailing, 
financing, banking, medical and dental care—in short, all 
the business of human endeavor. 

Because commercial banks within the past few years 
have come so increasingly into the retail credit field of 
lending money to consumers, they have entered into the 
realm of retail merchants and retail business houses. They 
sit at their table, eating alike the sweet fruit of profitable 
consumer business, or drinking out of the same bittcr cup 
of credit unwisely extended, with its consequent morning- 
after headaches of uncollectible accounts. No banker, 
no professional man, no merchant, and no credit bureau 
manager carries within him full knowledge of all the 
problems and all the solutions incidental to credit deal- 
ings with the consumer, because we are working in a 
field much too wide to be sown by one planter and far 
too long for the harvest to be gathered by one reaper. 
We have therefore much to learn from each other. 

Because of the widespread use of credit in the past 
several years, credit bureau growth and expansion have 
been very rapid during that period, and today practically 
all representative credit-granting houses, stores and pro- 
fessional men, are members of local credit bureaus. 
When an account is opened, the credit bureau is given 
the information and it sets about compiling a complete 
record of other accounts that the applicant has enjoyed in 
the community or in the trade territory, together with 
the manner in which payments, either on open account, 
or on installment, have been made. Members of The 
Associated Credit Bureaus of America, have been recog- 
nized as authoritative agencies for accumulating infor- 
mation and for making inquiries, so that employment 
verification and salary figures are freely given to the 
credit bureau by employers who otherwise do not will- 
ingly give out such information to casual inquirers. Prac- 


*Excerpts from an address before the American Bankers As- 
sociation, Consumer Credit Conference, St. Louis, Mo., April 
25, 1941. Mr. Caldwell is Secretary-General Manager, Associ- 
ated Credit Bureaus of America. 
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tically all of these bureaus likewise secure from the 
county records, all data relative to suits, judgments, 
chattel mortgages, divorces or other items of court record. 
Most furniture stores and installment houses furnish 
them with a full record of repossessions, past due ac- 
counts and other items of information which have a bear- 
ing on the consumer’s willingness or ability to pay. 

In recent years, member credit bureaus have added 
greatly to the information in their files, and incidentally, 
to the volume of their credit reporting, by close connec- 
tions with all major oil companies in the investigation 
of consumers for credit cards, and with automobile finance 
companies. Likewise, in recent years, these bureaus have 
made hundreds of thousands of complete credit reports 
for the Home Owners Loan Corporation and for the 
Federal Housing Administration, covering loans on prop- 
erty, and modernization and building of homes. Copies 
of all such reports are maintained in the bureau’s files 
and are available for later credit granters. 


Credit Reports on 60 Million Consumers 


From studies and surveys we have conducted, we know 
that our members house in their collective files, credit 
reports on approximately sixty million consumers in 
the United States and Canada. ‘The information on 
these reports is kept up to date, automatically, by adding 
information on the master card bearing each individual’s 
name as such items are reported by members. Auto- 
matically, the paying habits of consumers are kept of 
current record, because every inquiry, for the most part, 
calls for a complete rechecking of all institutions and 
business houses which the master cards show have dealt 
previously with the consumer on a credit basis. 

Banks have always been cooperative toward the credit 
bureau principle. They realize how necessary it is for 
merchants and business houses to protect their accounts 
receivable, because no one knows better than the banker, 
how much of the net worth of merchants is tied up in 
accounts receivable. It is one of the inconsistencies of 
retailing. and one of the greatest mysteries of all time, 
that with credit bureau facilities at their disposal, some 
otherwise conservative and sagacious retailers will blindly 
trust to chance in the extension of credit, and will hope- 
fully assure themselves that they have that divine gift— 
the ability to judge human nature correctly and to 
identify an “honest face.” The mere existence of frozen 
accounts receivable is silent testimony to their complete 
failure to judge what the consumer can and will do, 
thirty, sixty or ninety days from now. 

The only trend in our retail business developments that 
I view with alarm is the tendency on the part of too 
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many ot our retail merchants, particularly in the installment field, to sell 
their merchandise with too small a down payment; the balance spread too 
far into the future, or in the case of open account selling—no clear defini- 
tion as to the exact credit terms. Installment buying has made the nation 
payment-minded, and no one knows it better than bankers engaged in 
loaning money on a regular repayment plan. But the abuses that have 
been aggravated by some installment merchants in order to gain greater 
volume at the expense of sound credit extension, will inevitably prove a 
boomerang on all of us, just as rain falls on the just and the unjust alike. 


Competition in Credit Terms 


“No Down Payment,” “Balance to Suit Your Own Convenience,” 
“You Make the Credit Terms, We Deliver the Merchandise,” “Easy 
Credit, No Questions Asked”; all these are catchy phrases designed to 
trap the unwary, and they do snare the very class of consumers that can 
least afford to obligate themselves, because their cash reserves and their 
ability to pay, must be low to be attracted by little or no outlay of cash. 
Hence, competition in credit terms and overloading the customer, becomes 
our greatest business problem, both in credit and collections. It becomes 
a universal problem because it is national. In every community in this 
broad land of ours there is an element of competition in credit terms and 
overselling the customer, and it cannot fail to work havoc not only on 
those who engage in it, but, in the long run, on bankers as well. It breaks 
down the will to pay promptly, in the minds of consumers, and it breeds 
disrespect for ethical and businesslike credit terms. 

It might be claimed that consumers who thus find themselves in a pre- 
carious financial condition with diversified obligations, are potential cus- 
tomers of banks to consolidate their debts. But it does not work out that 
way except in the moderate cases where the consumer’s ability to pay and 
his income, are in strong ratio to his debts. In our credit bureau files, in 
every part of the United States, there are instances in which credit cus- 
tomers were so hopelessly over-extended that they had actually a greater 
total of monthly commitments than their monthly income. There is 
scant possibility of rehabilitation for such a debtor. These are not isolated 
cases ; they are not the unusual instances; there are far too many thousands 
of them, and in every one of our 1,350 member credit bureau files, will 
be found too many examples of pyramided accounts, and evident over- 
selling—not over-buying. Mark the difference well, because there is a 
difference. 


Over-Extension of Credit 


It is inconceivable that any merchant, bank, finance company, profes- 
sional man or business house would knowingly extend credit to one who 
cannot pay his existing obligations. The only conclusion, therefore, is that 
credit has been and is being extended without adequate knowledge. In 
other words, the information available in the files of the credit bureau 
was not sought or used. Debtors sometimes are not aware of the brink 
to which “Easy Payments” have brought them, and when brought to the 
realization of their insolvency, they will not customarily approach the 
Personal Loan Departments of banks, because they have reason to believe 
that at least, a business-like examination will be instituted, since they know 
that with lower interest charges, you cannot afford to gamble. Observa- 
tion has shown us that it is the debtor in dire financial straits who is gen- 
erally willing to accept high interest rates, no matter how exorbitant, in 
return for so-called, promised, “secrecy.” 

Many so-called borderline cases, however, can be rehabilitated through 
bank loans and here the credit bureaus can render banks a splendid service 
by giving a true and comprehensive picture of the debtor’s obligations ; his 
moral responsibility ; and other facts necessary to loan executives in passing 
upon the application. The hopelessly insolvent, however, have no other 
recourse than the bankruptcy court. There is no way out for the debtor 
who is obligated so heavily that no redistribution of his payments would 
leave him enough on which to live. 
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pay knowledge of the credit record 
and habits of payment of your cus- 
tomers is essential to properly safeguard 
the extension of credit. 


Today, through the members of the Asso- 
ciated Credit Bureaus of America, quickly 
available to you upon request, are the 
Gacthilt credit records of more than sixty 
million people. This information is compiled 
from the actual ledger experience of mer- 
chants and professional men in more than 
1350 cities and towns. It provides you with 
© sound, accurate basis on which to control 
your own credit risks. 


With thousands of consumers moving 
throughout the country, following the new 
industrial and defense developments, such 
credit reports are more important than 


ever before. 


Your local credit affiliate has the facilities 
of every other bureau at its disposal. A 
telephone call will bring you an accurate 
report on anyone, practically anywhere, 
regardless of their former residence. 


Look for the listing of the Associated 
Credit Bureaus of America in the classified 
section of your telephone directory — or 
write to the address below for free booklet. 
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Cooperation of Banks and Credit Bureaus 


Personal loan departments are now sitting at the same 
table with the merchants and business houses of the 
nation, because they are administering to the needs of the 
same consumers. The measure of cooperation with each 
other is the extent to which our member credit bureaus 
can help each one. I pledge that the Associated Credit 
Bureaus of America and each one of its 1,350 bureau 
managers will work diligently in furnishing prompt and 
reliable credit reports, based upon sound and reliable 
credit information. 

Credit bureau managers are alive to the necessity of 
providing banks with the kind of credit information 
needed. All engaged in the business of credit reporting 
can plainly see the trend of the future. We can visualize 
the day in which the commercial banks of our nation and 
the large finance companies will be devoting more and 
more of their money and time to discounting consumer 
trade paper. We have noted a definite movement on the 
part of many of our mercantile institutions which extend 
credit, to discount their installment paper periodically 
with finance companies and banks. Installment collec- 
tions, therefore, are handled by finance companies and 
banks. In effect, it means that the merchants and the 
installment houses of the future will sell their merchan- 
dise, discount their notes for cash to be used for the pur- 
chase of new merchandise, while the financial institutions 
loan the money and collect the payments. Each does 
the work for which he is best suited, and it is undoubt- 
edly a logical movement. 


Special Arrangements for Bank Inquiries 

Many of our bureau managers are so keenly aware of 
this possibility that they have already set up special equip- 
ment and files to take care of the requirements of banks 
and finance companies. <A record of all loans and dis- 
counts of a consumer nature is reported daily by the 
bank to the bureau, and this information is immediately 
posted on the individual’s master card. Then, on call, 
an immediate clearing can be given of all existing obliga- 
tions of the consumer, with those banks, together with 
the amount of payment and all other figures and details 
that may be agreeable to furnish by mutual consent of 
the banks involved. Almost any arrangement for han- 
dling inquiries and credit information agreeable to banks, 
can be arranged with our bureau managers in each city, 
because we realize as never before, in these days of speed 
and activity, that we must conform to the requirements 
of our clients and members. 

It is quite natural for executives of the Personal Loan 
Departments of banks to be primarily interested in know- 
ing of the consumer’s liabilities to other banks, or at least, 
they may wish to know of the existence of other bank 
loans, so that they may check the details of all such trans- 
actions directly with other bank officials. In some in- 
stances our credit bureaus keep a clearance file, contain- 
ing no figures and no payment data, but merely the 
record that on a certain date an individual had applied 
for, or had received a loan from a certain bank. A 
master card is kept, bearing the name of each individual, 
so that upon inquiry, the names of all the banks to which 
that individual may have applied or may have received 
loan accommodations, can be immediately reported. The 
inquiring bank then secures the details direct from all 
the banks involved. 
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Experience has taught us, however, that the true pic- 
ture of the ability of the consumer and of the extent of 
his obligations, can never be learned by confining the 
report to one classification of trade. An individual may 
not be indebted to any bank, but may still be badly in- 
volved on installment payments at a dozen different 
places. It is not uncommon for credit bureau files to dis- 
close eighteen to twenty-four credit accounts—both open 
and installment—against an individual of the most mod- 
erate means. Such a consumer might be an acceptable 
risk for a personal bank loan, to consolidate his debts, 
but certainly the banker ought to have the full bureau 
record of his outstanding obligations. A credit report is 
no protection unless it gives all sides of the picture, rather 
than a view from only one angle. 


Concentrated Information Necessary 
For Bank Loans 


By working with our credit bureaus in the future as 
in the past, the banks will enable them to function as 
credit clearing houses for the paying habits of individuals 
in all communities and in all trade territories. Lending 
money to consumers is more than an operation that needs 
to be safeguarded only by exchanging credit experiences 
with like lending institutions. Only the complete check- 
ing, clearing and verifying of all credit information with 
all houses having credit relations with the consumer, will 
suffice in the future. It is, of course, possible to conduct 
such investigations alone. The credit bureau sees through 
no crystal ball, nor does it exercise any magic. It is only 
an investigating and a recording agency. But the bureau 
can do that work more cheaply for the banks and it can 
do it more speedily. More than that, it will concentrate 
information for the protection and guidance of all credit 
granters in your city. 

During the next few years we can expect the greatest 
movement of individuals and families from one part of 
the country to another, than at any time since the great 
migration of our pioneers westward. The defense pro- 
gram and the gigantic manufacturing activities in all 
strategic parts of the United States have already called 
forth thousands of our workers to different localities. 
The movement is only beginning, and each family, each 
wage earner, will leave behind him when he goes into 
his new locality, a previous record of moral responsibility, 
prompt paying habits, or bills charged off to profit and 
loss, and claims for collection. Many of these new- 
comers will be excellent credit risks with previous habits 
of frugality and thrift. Others will live off the coun- 
try as they travel. But somewhere they have made 
their record, and our credit bureau at that point has 
that record. 

Just as our member credit bureau in each city operates 
for no other purpose than to furnish credit information: 
for the protection of credit granters, so do our Collec- 
tion Department affiliates function for no other reason 
than to collect accounts, trace skips, and to perform their 
duties with a dignity and an honesty that are our major 
requirements for membership. 

I believe that the solution of our nationwide credit 
and collection problems lies in the cooperation between 
banks, professional men, retail business houses, and all 
those extending credit to the consumer; each working 
through local credit bureaus to make them in truth, credit 
clearing centers of each community. 


The CREDIT WORLD 
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“Credit Alerts” 


(Continued from page 5) 








it is possible to conserve the public’s spending now and 
even make for savings, this stored up purchasing power 
may be utilized to develop a reservoir and later demand 
for consumer goods which would take up some of the 
slack in any readjustment period. There are various 
forces at work now to prevent a consumer buying spree, 
preferably by curtailing current individual spending to 
set up deferred buying power. One way to do this is to 
have the public put a certain amount of its current in- 
come into defense loans. That idea may not be used, 
but it would be of advantage not to have customers go 
overboard on credit now, only later to be kept out of 
subsequent markets, when their buying power will be 
far more needed and appreciated. Individuals also should 
always be encouraged to have some reserves against those 
two most prevalent, merciless and uncertain factors in 
family life, sickness and unemployment. 


Heed Credit Alert Signals 


Credit alerts are sounding and we must heed them, 
not in April, nor in May, nor next Thanksgiving, but 
now. It is in good times, like the present, not in poor 
times, when the fundamental credit mistakes are made. 
If we are in credit error now, let’s correct it while con- 
ditions are favorable rather than be forced to do so under 
the real pressure of unfavorable circumstances. We can 
go about this by being sure our own businesses are re- 
solved to keep on a sound basis and by endeavoring to 
get our customers, competition and everybody to do the 
same thing. Discussion is desirable, but discussion alone 
will accomplish little without action. A war boom is 
no time for anyone to go A. W. O. L. on credits, but 
rather for increased credit guard duty. 

What shall we do? Practice some of the things the 
National Retail Credit Association preaches: 

1. Educate the public in the proper use of credit as a 
relation of mutual trust and to the value of estab- 
lishing and maintaining good credit records. 

2. Counsel and protect customers against the tragedy 
of going into debt beyond their ability to pay; to 
safeguard their credit standing by requiring per- 
formance according to agreement. 

3. Work together to correct abuses and establish 
sound credit policies. 

These things, if actually done, are really all that are 
required in the present situation, but they must be done, 
not merely by those in credit but by local merchants. 

There are two kinds of sirens. One kind, you will 
recall from fables, “looked attractive but lured to de- 
struction.” Such sirens in our profession are “weak 
credits in good times.” The other sirens do not lure, 
rather they warn. They are relatively unattractive, for 
who wants to be warned? ‘These sirens sound out for 
stronger credits, closer collections, stable merchandising, 
ample reserves and all around sound business in good 
times. Such sirens, the credit alerts are sounding now. 
Something must be done about it. If you have not al- 
ready done something about it, you will. And you will 
do so, basing your action, not on fear or scare or weak- 
ness, but on good judgment, past practical experience and 
the proved credit principle: When times are good, credits 
should be strengthened, not weakened. 


JUNE, 1941 








Effective Credit and Collection Letters (Pren- 
tice-Hall, 70 Fifth Ave., New York City, 414 pages, 
$5.00)—Of all the men and women who have chores 
to perform in business, none are more important than 
those who handle credit problems. While the chief 
executive may pay more attention to sales promotion, 
the fact remains that selling merchandise means nothing 
unless the money is collected for it. Effective letters 
is one method of collecting money. In this book, by 
L. E. Frailey, you will be able to find the answer to 
almost any credit and collection letter problem—hundreds 
and hundreds of letters used by other credit men in facing 
the situations which you encounter. 


WW 

Jurisdiction Over Fleeing Debtors (New York 
University Law Quarterly Review, 100 Washington 
Square East, New York City, Series 1, Number 33, 35 
pages, $1.00)—The laws prevailing in the United States 
give, at least at first sight, a good chance to anyone who 
tries to escape his creditors. A gentleman who fears a 
law suit in New York has only to move to New Jersey. 
According to what is often thought to be American law, 
jurisdiction in personam cannot be required by the courts 
of New York in such a case, and the creditor must then 
find the hiding place of his debtor. When he finally 
succeeds in doing so the statute of limitations may have 
run against him. If the claim is not yet outlawed when 
his hiding place is found the debtor may continue the 
game and once more change his residence. ‘This paper 
by Paul L. Weiden discusses whether American law is 
really as unsatisfactory as this and similar examples 
suggest. 


at 


Auditing (Prentice-Hall, 70 Fifth Ave., New York 
City, 409 pages, $4.70)—This book is a thoroughly 
practical treatise on auditing, based upon the recognition 
of things as they actually are. The predominating 
thought has been to present the principles of auditing, and 
the conditions under which the work is performed, as 
concretely as possible so that the reader may develop 
therefrom, for his use in any case, a workable audit 
program that can be carried out with due regard for 
the practical considerations of time and expense. The 
authors, William H. Bell and Ralph S. Johns, have 
revised it after nineteen printings of the first edition. 
The revision brings the work thoroughly up to date in 
presenting sound and practical methods of auditing as 
generally recognized by the best professional auditors. 


Ud 
Credits and Collections (National Cash Register 
Company, Merchants Service Bureau, Dayton, Ohio, 16 
pages, Free)—This booklet is one of 17 chapters from 


“Better Retailing,” a handbook on modern retailing 
published by the Company. 























































































The Barometer chart line for April dropped for the first time in 12 months, largely due to the 
bituminous coal suspension and its retarding effects on national defense production. 
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This barometer appears in the June issue of “Nation’s Business,” published by the United States Chamber of Commerce. 
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The rate of business activity continues to hold steady at close 
to the highest point every reached. Total volume of trade and 
the production of goods are around 15 per cent above the levels 
of a year ago. 

Among the different sections of the country the comparisons 
in business conditions are very much the same as they have been 
for several months. Gains over last year are greatest in the 
East and along the Pacific Coast. In recent weeks, however, 
there have been many signs that in the areas where improve- 
ment had previously been lagging, business volume is now 
rising more rapidly. 

Government spending for military supplies and equipment is 
the largest single factor in speeding up the rate of industrial 
and trade activity. Under present policies this spending is being 
spread more widely as more new plants are being put into 
operation and as the defense program is made to include every 
section of the country. 

Larger farm income and prospects for a favorable season are 
helping to speed up activity in the agricultural regions of the 
Middlewest. Since last month significant gains have been made 
in the Northern part and in the Southern districts. Conditions 


in the Central part have been relatively stable with a tendency 
to rise with the upward trend elsewhere. 

Industry along the Atlantic Coast and around the Great 
Lakes is operating at close to capacity. New orders for indus- 
trial products and for military supplies are unusually large. 
Even the extensive labor disturbances of the past few weeks 
have not greatly curtailed the total volume of production al- 
though they have interfered to some extent. The steel industries 
are leading in the volume of goods produced. 

Along the Pacific Coast conditions have improved somewhat 
more than the average for the entire country. Activity in the 
Northern half of the region has increased more than in the 
Southern part, but the difference is not great. 


Business activity in Canada has increased a little more in the 
past year than it has in the United States. The greatest gains 
have been in the industrial regions where factories are working 
on large orders for war materials. Conditions in agricultural 
districts have in recent weeks been moving significantly upward, 
The general rate of trade and industry for the entire country is 
close to 20 per cent above a year ago. 
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